
Lepelle Nkumpi Municipality 
Annual Financial Statements 
for the year ended 30 June 2018 



Lepelie Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


1.34 Investments in associates (continued) 

A derivative is a financial instrument or other contract with all three of the following characteristics; 

• Its value changes in response to the change in a specified interest rate, financial instrument price, commodity price, 
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of 
a non-financial variable that the variable is not specific to a party to the contract (sometimes called the 'underlying'), 

• It requires no initial net investment or an initial net investment that is smaller than would be required for other types 
of contracts that would be expected to have a similar response to changes in market factors. 

It is settled at a future date. 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group of 
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the 
financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The 
calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums 
Or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be 
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life 
of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arm's length transaction. 

A financial asset is: 

• cash; 

• a residual interest of another entity; or 

• a contractual right to: 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 

A financial liability is any liability that is a contractual obligation to: 

• deliver cash or another financial asset to another entity; or 

• exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity. 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. 

Liquidity risk is the risk encountered by art entity in the event of difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk. 

Other price risk is the risk that the fair value or future cash Rows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors 
specific to the individual financial instrument or its issuer, or factors affecting ail similar financial instruments traded in the 
market. 

A financial asset is past due when a counterparty has failed to make a payment when contractually due. 
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1.34 Investments in associates (continued) 

A residua! interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A 
residual interest includes contributions from owners, which may be shown as: 

• equity instruments or similar forms of unitised capital; 

• a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as 
forming part of an entity’s net assets, either before the contribution occurs or at the time of the contribution; or 

• a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net 
assets of an entity. 

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued or 
disposed of the financial instalment. 

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that: 

• the entity designates at fair value at initial recognition, or 

• are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 

• derivatives; 

• combined instruments that are designated at fair value; 

• instruments held for trading. A financial instrument is held for trading if: 

it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 
on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short term profit-taking; 

non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 

1.35 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

1.36 Inventories 

inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 
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1.36 Inventories (continued) 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or 

' consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selfing price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the formula. The same cost formula is used for all inventories having a similar nature 
and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventones, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 

1.37 Impairment of cash-generating assets 

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial return 
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of 
assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either 

• the period of time over which an asset is expected to be used by the municipality; or 

• the number of production or similar units expected to be obtained from the asset by the municipality. 

Judgements made by management in applying the criteria to designate assets as cash-generating assets or non-cash¬ 
generating assets, are as follows: 

[Specify judgements made] 
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1.38 Share capital / contributed capital 

An equity instrument is any contract that evidences a residua! interest in the assets of an municipality after deducting all of its 
liabilities. 

1.39 Provisions and contingencies 
Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

» it is probable that an outflow of resources embodying economic benefits or service potential will be required to 

settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 

A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• necessarily entailed by the restructuring; and 

• dot associated with the ongoing activities of the municipality 
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1.39 Provisions and contingencies (continued) 

No obligation arises as a consequence of the safe or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding arrangement. 

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 35 . 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

The municipality recognises a provision for financial guarantees and loan commitments when it is probable that an outflow of 
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of 
the obligation can be made. 

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. Indications that 
an outflow of resources may be probable are. 

• financial difficulty of the debtor; 

• defaults or delinquencies in interest and capital repayments by the debtor; 

• breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the 
ability of the debtor to settle its obligation on the amended terms; and 

• a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on 
the ability of entities to repay their obligations. 

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date. 
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality 
recognises the obligation at the higher of: 

• the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets; 
and 

• the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance 
with the Standard of GRAP on Revenue from Exchange Transactions. 
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1.39 Provisions and contingencies (continued) 

Levies 

A levy is an outflow of resources embodying economic benefits that is imposed by governments on entities in accordance with 
legislation (i.e. laws and/or regulations), other than: 

• those outflows of resources that are within the scope of other Standards, and 

• fines or other penalties that are imposed for breaches of the legislation. 

Government refers to government, government agencies and similar bodies whether local, national or international. 

The obligating event that gives rise to a liability to pay a levy is the activity that triggers the payment of the levy, as identified by 
the legislation. 

The municipality does not have a constructive obligation to pay a levy that will be triggered by operating in a future period as a 
result of the municipality being economically compelled to continue to operate in that future period. The preparation of financial 
statements under the going concern assumption does not imply that the municipality has a present obligation to pay a levy that 
will be triggered by operating in a future period. 

The liability to pay a levy is recognised progressively if the obligating event occurs over a period of time (I.e. if the activity that 
triggers the payment of the levy, as identified by the legislation, occurs over a period of time). 

If an obligation to pay a levy is triggered when a minimum threshold is reached, the corresponding liability is recognised when 
that minimum threshold is reached. 

The municipality recognises an asset if it has prepaid a levy but does not yet have a present obligation to pay that levy. 

1.40 Borrowing costs 
Borrowing 
Borrowing 


costs are interest and other expenses incurred by an entity in connection with the borrowing of funds, 
costs are recognised as an expense in the period in which they are incurred. 
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Figures in Rand 

2018 

2017 

3. Cash and cash equivalents 



Cash and cash equivalents consist of: 



Cash on hand 

5 195 

12 562 

FNB paymaster account 

4 709 941 

5 208 067 

Call deposits 

46 911 313 

173 151 390 

FNB revenue account 

5 270 319 

8 450 748 

FNB salaries account 

1 532 756 

592 274 

VBS Mutual bank 3 months 

50 000 000 


VBS mutual bank 12 Months 

100 000 000 

- 


208 429 524 

187 415 041 

Less : provision of Bad debts VBS Bank 

(150 000 000) 

_ 


58 429 524 

187 412 957 

The municipality has made provision for bad debts of the VBS bank because of the 
uncertainty of the recovery of the investment. 



The municipality has the following bank accounts: 



3.1 Paymaster General Account 



Cash book balance at beginning of year 

5 208 067 

456 417 

Cash book balance at the end of the period 

4 709 941 

5 208 067 

Bank statement at the beginning of the year 

5 220 374 

477 283 

Bank statement at the end of the year 

4 645 909 

5 220 374 

3.2 Revenue Account 



Cash book balance at beginning of year 

8 448 664 

543 117 

Cash book balance at the end of the year 

5 270 319 

8 448 664 

Bank statement at the beginning of the year 

8 430 288 

551 182 

Bank statement at the end of the year 

5 070 241 

8 430 288 

3.3 Salaries Account 



Cash book balance at beginning of year 

592 274 

694 248 

Cash book balance at the end of the year 

1 532 756 

592 274 

Bank statement at the beginning of the year 

592 274 

694 248 

Bank statement at the end of the year 

1 532 756 

592274 
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3. Cash and cash equivalents (continued) 

3.4 Money Market Account 

Cash book balance at beginning of year 173 151 390 254 900 520 


Cash book balance at the end of the year 

46 911 313 

173151 390 

Bank statement at the beginning of the year 

172 984 522 

254 713758 

Bank statement at the end of the year 

46 869 114 

172984 522 

3.5 VBS 3months Account 

Cash book balance at the end of the year 

50 000 000 


Less: Provision for impairment 

(50 000 000) 


Bank statement at the end of the year 

51 435 340 

- 

3.6 VBS 12months Account 

Cash book balance at the end of the year 

100 000 000 


Less : Provision for impairment 

(100 000 000) 


Bank statement at the end of the year 

103 908 484 

- 

3.7 Cash on hand 

Cash book balance at beginning of year 

5 195 

12 562 


5 195 

12 562 

Cash and cash equivalents are classified as financial instruments under the loans and receivable category. Due to the short 

term nature of these investments no amortisation was performed. No cash and cash equivalents (or portions thereof) were 

pledged as security for any financial liabilities. 

No restrictions exist with regard to the use of cash and no portion is past due or impaired. 

These amounts best represent the maximum exposure to credit risk at the end of the reporting period, without taking account of 

any collateral held or other credit enhancements. 

4. Receivables from exchange transactions 

Sundry Debtors 

4 641 748 

4 720 184 

Revenue bank suspense 

1 055 

- 

CDM Advance commission 

11 239 032 

11 665 944 

Grants debtors 

994 163 

- 

Consumer debtors - Refuse 

14 041 632 

19 244 405 


30 917 630 

35 630 533 


Refuse - Ageing 

Current (0 -30 days) 3 269 026 2 984 101 
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4. Receivables from exchange transactions (continued) 

31 - 60 days 

1 485 091 

1 295 548 

61 - 90 days 

1 445 651 

1 243 555 

91 -120 days 

1 417 770 

1 289 286 

121 - 365 days 

8 936 380 

9 234 343 

> 365 days 

46 796 391 

42 307143 


63 350 309 

58 353 976 

Reconciliation of allowance for impairment 

Balance at beginning of the year 

(39 109 571) 

(29 236 689) 

Contributions to allowance 

(10 199 106) 

(9 872 882) 


(49 308 677) 

(39 109 571) 

5. Receivables from non-exchange transactions 

Fines 

2 462 518 

2 271 386 

Consumer Debtors - Rates 

99 842 067 

86 000 342 

Plus Credit Debtor Balances - Refer to note 

2 884 895 

3 574 092 

Less; Provision for Doubtful Debts 

(66 491 330) 

(60 956 002) 


38 698 150 

30 889 818 

Rates - Ageing 

Current (0 -30 days) 

3 862 054 

3 602 607 

31 - 60 days 

1 659 276 

1 733 384 

61 - 90 days 

1 647 645 

1 592 451 

91-120 days 

1 643 091 

1 591 060 

121 -365 days 

12 788 156 

12 244 628 

> 365 days 

81 126 740 

68 810 303 


102 726 962 

89 574 433 

Reconciliation of allowance for impairment - Rates 

Balance at beginning of the year 

(60 956 002) 

(48 681 886) 

Contributions to allowance 

(5 535 328) 

(12 274 116) 

Reversal Of allowance 


- 


(66 491 330) 

(60 956 002) 

Traffic Fines 

IT 831 957 

11 354127 

Less; Provision for Doubtful Debts 

(9 369 439) 

(9 082 741) 


2 462 518 

2 271 386 

Reconciliation of allowance for impairment - Traffic Fines 

Balance at beginning of the year 

(9 082 741) 

(6 936 765) 

Contributions to allowance 

(286 698) 

(2 145 976) 

Reversal of allowance 

- 

- 


(9 369 439) 

(9 082 741) 
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5. Receivables from non-exchange transactions (continued) 

Reconciliation of the doubtful debt provision 

Opening balance 100 065 573 77 918 576 

Provision for impairment 15 734 434 22 146 997 

115 800 007 100 065 573 


Trade and other receivables past due but not impaired 
Consumer debtors pledged as security 

Consumer debtors were not pledged as security for overdraft facilities. 

Consumer debtors impaired 

The amount of the provision was R 115 800 007 as at June 2018. (2017: R 100 065 573) 

Interest Raised 2017/2018 

During the 2017/2018 Financial year interest on outstanding receivables were calculated at a rate of 10% as per the tarriff 
structure. 

Other Receivables 

Trade and other receivables pledged as security. 

Trade and other receivables were not pledged as security for overdraft facilities. 


6. VAT Receivable/(Payable) 


VAT receivable/(Payable) 

(5 800 404) 

6 351 653 


(5 800 404) 

6 351 653 

7. Inventories 

Opening balance 

3 962196 

1 845 416 

Additions 

2 502 487 

5 870 258 

Issued (expensed) 

(4 600 634) 

(3 753 478) 


1 864 049 

3 962 196 

7.1 Inventory to be transfered to Beneficiaries 

Inventory transfered to Beneficiaries 

246 908 200 

- 


246 908 200 

- 


Inventories comprise of 2546 registered properties which consists of RDP houses, encroached land , residential stands 
and land agreements with developers.The municipality was required to register the land in her name before the transfers can 
occur. Currently the municipality is in the process of transffering the inventory to beneficiraies. A register of these properties is 
maintained by the municipality. 

There were no stock written off during the year under review 
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2018 

2017 

8. Property, plant and equipment 



2018 



2017 



Cost / 
Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Cost / 
Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Land 

Buildings 

Infrastructure 

Other and movable assets 
Lease assets 

Capital work in progress 

156 778 000 
384 650 889 
294 311 645 
70 647 711 

1 517 724 
99 292 286 

(143 670 215) 
(56 140 729) 
(29 166 289) 
(1 306 929) 

156 778 000 
240 980 674 
238170 916 
41 481 422 
210 795 
99 292 286 

103 

376 100 969 
272 105 081 
55 694 689 

1 517 724 
60 326 720 

(117 039 993) 
(46 972149) 
(23 193 618) 
(801 020) 

103 

259 060 976 
225 132 932 
32 501 071 
716 704 
60 326 720 

Total 

1 007 198 255 

(230 284162) 

776 914 093 

765 745 286 

(188 006 780) 

577 738 506 
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8. Prqporty, plant and equipment (continued) 

Reconciliation of carrying value ol property, plant and equipment - 2018 



Opening 

balance 

Additions 

Disposals 

Transfers 

Fair value 
adjustments 

Depreciation 

Impairment 
loss/Reversal 
ot impairment 

Total 

Land 

103 

- 

- 

- 

156 777 897 

- 

- 

158 778 000 

Buildings 

259 060 976 



8 549 921 

- 

(15 251 961) 

(11 378 260) 

240 980 676 

Infrastructure 

225 132 931 

. 

. 

22 206 565 

. 

(9 168 580) 

- 

238 170 915 

Other and Moveable Assets 

32 501 072 

15 095 727 

(64 387) 

- 

- 

(6 060 989) 

- 

41 481 423 

Lease Assets 

716 702 


- 


- 

(505 90S) 

- 

210 795 

Capital Work in Progress 

60 328721 

69 722 052 

~ 

(30 7 56 486) 

* 


’ 

99 292 287 


577 738 505 

84 817 779 

(64 387) 

• 

156 777 897 

(30 977 438) 

(11 378 280) 

776 914 096 


"The municipality is in Ihe process of registering land in the name of INLM as the township register for the relevant farm portion was opened at the Deeds Office, Currently the municipality 
has 103 ERF's of land. 15 portions of farm VOORSPOED 458 registered in the name ol the municipality were not registered properly at Ihe Office ofthe Oeeds Registry. In the Land 
disclosed ihe Municipality using exports has calculated the extent o( the township and withdrawn the extent value from Ihe parent form and valued the remaining extent from the primanly 
public service Infrastructures and servitudes. The municipality is In the process of deregistering the above properties for proper registration at the Deeds office, 

PLEDGED AS SECURITY 

No property ptanl and equipmenl were pledged as security for any linanclal liabilities. 

APPENDIX B 

Refer appendix B for the detailed properly plant and equipment schedules. 

OTHER INFORMATION 

During the financial year useful) life of property, plant and equipment has been reviewed. 

The ’estimated usefull life for certain assets.hs been adjusted. 

Furter certain assets thatwere previously recognised as expenditure were capitalised during the financial year. 
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8. Property, plant and oquipmonl (continued) 

Reconciliation of carrying valuo of property, plant and equipment - 2017 



Restated 

Opening 

balance 

Additions 

Donated 

Assets 

Disposals 

Transfers 

Fair value 
adjustments 

Doproclation 

Impairment 

loss 

Tofal 

Land 

* 


103 

- 

. 

- 

- 

- 

103 

Buildings 

281 868 772 

- 

- 

(36 113) 

14 960 249 

37 560 

(16 072 784) 

(22 696 706) 

259 060 976 

Infrastructure 

154 445 557 

40 931 193 

- 

(21 262 015) 

60 362 009 

- 

(9 343 814) 

r 

225 132 931 

Other and Moveable Assets 

31 945 136 

5 187 196 

1 708 300 

(1 203 539) 

- 

- 

(5 043 911) 

(92 110) 

32 501 072 

Lease Assets 

1 222 611 

- 

- 

- 

- 

- 

(505 908) 

- 

716 703 

Work in Progress 

92 044 543 

43 604 435 

- 


(75 322 257) 

* 


- 

60 326 721 


561 526 619 

89 722 824 

1 708 403 

(22 501 667) 

- 

37 560 

(29 966 417) 

(22 788 816) 

577 738 506 


A register containing the inlormation required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered oftico of the municipality. 

9. Intangible assets 




2018 


2D17 


Cost/ 

Valuation 

Accumulated Carrying value 
amortisation 
and 

accumulated 

Impairment 

Cost/ 

Valuation 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

Computer software, other 

401 551 

(380 649) 20 902 

401 551 

(353 236) 48 315 
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Figures in Rand 

2018 

2017 


9. Intangible assets (continued) 
Reconciliation of intangible assets - 2018 



Opening 

balance 

Amortisation 

Total 


Computer software, other 

48 315 

(27 413) 

20 902 




(27 413) 

20 902 


Reconciliation of intangible assets - 2017 

Opening Additions 

balance 

Amortisation 

Total 


Computer software, other 

104 540 

(56 226) 

48 315 


Intangible assets comprise of computer software. 





10. Payables from exchange transactions 





Trade payables 



85 152 

1 778 792 

Retentions 



23 219 979 

20 786 977 

Leave provision 



7 297 399 

8 970 312 

Bonus provision 



2 389 446 

2 252 691 

Traffic Department 



48 714 

. 

Other Creditors 



2 884 895 

3 620 044 

CDM Advance Account: R & M 



68169 

68 169 

Creditors previous year 



11 141 078 

11 112 132 

CDM Creditor 



7 486 064 

5 655 327 

Deposits Various 



119216 

105716 

Salary suspense account 



642 

82 555 

Unallocated deposits 



870 424 

843 527 

Traffic department 



740 272 

788 646 

SABS 



199 

203 

Prodiba 



51 745 

55 300 

Road transport management 



88 992 

49 392 


56 492 386 56 169 783 


The fair value of trade and other payables approximates their carrying amounts. 

11. Consumer deposits from Non Exchange Transactions 

Consumer deposits 1 902 836 1 857 836 

No interest is paid on consumer deposits. 
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Figures in Rand 2018 2017 


12. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 


MIG 

_ 

402 655 

LED Learnership 

327 926 

327 926 

Intergrated National Electrification Programme 

6 580 000 

_ 

Finance management grant 

500 000 

_ 

CDM: Halls 

6135 

6135 

CDM: Stadium 

300 000 

300 000 

CDM Eradication of Alien Plants 

16 455 


CDM Integrated Transport plan 

377 307 

500 000 


8 107 823 

1 536 716 


See note 22 for reconciliation of grants from other spheres of goverment. 

Conditional Grants 

The extent of government grants recognised in the Statement of financial performance relates to the portion of the grant where 
the conditions have been met 

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised as a liability in the 
Statement of financial position 

13. Finance lease obligation 


Minimum lease payments due 

- within one year 

243 974 

585 537 

v in second to fifth year inclusive 

-■ 

243974 


243 974 

829 511 

less: future finance charges 

(5 835) 

(57 659) 

Present value of minimum lease payments 

238 139 

771 852 

Present value of minimum lease payments due 

-within one year 

238 137 

533 714 

- in second to fifth year inclusive 

- 

238138 


238137 

771 852 

Non-current liabilities 

. 

238 138 

Current liabilities 

238138 

533 714 


238 138 

771 852 


The average lease term is 3 years and the average implicit borrowing rate is 9.75%. The leases have fixed repayment terms . 
No arrangements have been entered into for contingent rent. Obligations under finance leases are secured by the lessor's title 
to the leased asset. 
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Figures in Rand 




2018 

2017 

14. Provisions 






Reconciliation of provisions - 2018 


Opening 

Balance 

Additions 

Total 


Environmental rehabilitation 


4 462 983 

225 435 

4 688 418 


Long service awards 


3 265 094 

461 985 

3 727 079 




7 728 077 

687 420 

8 415 497 


Reconciliation of provisions - 2017 






Opening 

Additions 

Utilised 

Reduction 

Total 


Balance 


during the 

due to 





year 

payments 






made 



Environmental rehabilitation 7 154 957 

- 

(2 691 974) 

(1 677 564) 

4 462 983 


Long service awards 2 676 033 

589 061 

- 

- 

3 265 094 


9 830 990 

589 061 

(2 691 974) 

(1 677 564) 

7 728 077 


Long service awards 






Opening balance 




3 265 094 

2 676 033 

Current service cost 




432 501 

398 219 

Interest cost 




271 145 

216 447 

Benefits vesting 




(241 661) 

(96 095) 

Actuarial Loss / (Gain) 




- 

70 490 





3 727 079 

3 265 094 

Enviromental rehabilitation 






Opening balance 




4 462 983 

7 154 957 

Provision for rehabilitation 




225 435 

(2 691 974) 

Provision for the year 




- 

- 

Unused amounts reversed 




- 

- 

Unwinding of discount 




■- 

- 

Other 




- 

- 





4 688 418 

4 462 983 


Environmental rehabilitation provision 

The provision is made in terms of the licensing stipulations. The Provision has been determined on the basis of the recent 
independent study. 

The cost factors derived from the study by a consulting firm of engineers have been applied in the 2016/2017 financial year, a 
5.2 % increase was applied in the 2017/2018 financial years as additions.The total closure and rehabilitation are uncertain. 

Long Service Award 

Employees qualify for the following long service awards in terms of the SALGA collective agreement: The employees will 
qualifies for long service award for every five years of service completed , from ten years of service to 45 years of services. 

In the month that each "Completed Service" milestone is reached, the employee is granted a long service award. Working days 
awarded are value at 1/250 of annual salary per day. 

Actuarial report was compiled by ARCH Actuarial Consulting appointed by the Council 
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2018 
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15. Service charges 



Refuse Removat(Lebowakgomo) 

6 670 759 

6 117 667 

Landfill proceeds 

64 528 

221 961 


6 735 287 

6 339 628 

16. Finance income 



Interest revenue 

Interest receivable - Accounts receivable 

5135 173 

14 260 695 

Interest receivables - External investments 

6 910 186 

12 501 032 

Interest receivables - Current account 

21 966 

16 282 


12 067 325 

26 778 009 

17. Agency Fees 



Licences and permits : Department of Transport 

4 335 159 

4392648 


4 335 159 

4 392 648 

18. Rental of facilities and equipment 



Facilities and equipment 

Rental of Communication Network 

227 689 

233 887 

Rental of Facilities 

99 654 

77 868 

Rental of equipment 

19 307 

84 412 

Rental of Facilities 

169 561 

195 370 


516 211 

591 537 

19. Water and Sanitation:Commission Earned 



Commission received from sale of water 

24 836 618 

32 277 572 


24 836 618 

32 277 572 


The commission received from Capricorn District Municipality for the collection of revenue relating to water and sanitation on 
behalf of the District Municipality. The current signed SLA allows Lepele-Nkumpi to receive 30% of the revenue collected during 
the current year whilst in the previous years the municipality was receiving 50% of the revenue collected. 
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20. Property rates 
Rates received 


Residential 

Commercial 

State 

Small holdings and farms 


10 421 180 12 694271 

5 264 900 6 789 967 

6 527 066 2 507 511 

2 202 064 2 050 364 

24 415 210 24 042113 


Valuations 


Residential 

Commercial 

State 

Small holdings and farms 


2 618 098 140 2 386 512 470 
888 679 000 762 684 001 

2 197 503 100 2 442 391 385 
2 871 525 000 2 046 178 192 

8 575 805 240 7 637 766 048 


Valuations on land and buildings are performed every five years. The last valuation came into effect on 1 July 2017. Interim 
valuations are processed on an annual basis to take into account changes in individual property values due to alterations and 
subdivisions. 
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21. Other Revenue 


Tender Revenue 
Application fees: pto - residential 
Transfer pf property 
Advertising boards 
Building plans: bussiness 
2.5% commission 
Reservation of graves 
Burial fees 
Fair Value 

Building plans: Residential 
Connection fees: water 
Skills development program 
Application fees: pto - bussiness 
Cattle Pound 
Reconnection fees 
Insurance reimbursements 
Donations 
Rubble 

Consolidation fees 
Disconnection fees 
Drain blockage 
Rezoning application 
Connection sewerage fees 
Instructor certificate 
Clearance certificate 
Sale of Sites 
Proof of residence 
Special consent 
Stop Cock 
Mortgage Bonds 
Sundry Income 
Relocations of Beacons 
Library Services 


789 314 

305 551 

876 

3711 

64 291 

82 468 

134 707 

145 406 

177 042 

80 073 

16 180 

19 402 

4 500 

4 500 

116 004 

32 746 

- 

37 560 

103 871 

60 015 

70 810 

26 667 

135 677 

100 100 

10 547 

4 825 

36 665 

218 751 

380 

_ 

- 

381 710 

- 

1 708 300 

842 

_ 

1 843 


263 

•- 

4 526 

2 868 

2 397 

1 658 

1 391 

526 

1 278 

780 

29 926 

32 853 

78 985 

175 172 

98 232 

91 836 

5 026 

877 

1 567 

1 447 

7 172 

14 477 

776 220 

30 698 

12 259 

8 553 

2 055 

1 673 


2 684 846 


3 575 203 
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22. Government grants and subsidies 

Operating grants 
Equitable share 
Finance management Grant 
EPWP 

COM Eradication of Alien Plants 
Government grant (operating) 6 
CDM Waste Management (Cleaning) 
Government grant (operating) 11 


Capital grants 

Municipal Infrastructural Grant 


Conditional and Unconditional 

Included in above are the following grants and subsidies received: 


2018 2017 


212 141 656 

1 645 000 
1 160 000 

2 173 545 
122 693 
350 000 

30 

217 592 924 


202 532 621 
1 810 000 

1 295 000 

2 225 680 

807 645 


208 670 946 


54 088 163 36 699 345 

271 681 087 245 370 291 


Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
Finance Management Grant 


Current-year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 


2 145 000 1 810 000 

(1 645 000) (1 810 000) 

500 000 - 


Conditions still to be met - remain liabilities (see note 12). 

This grant was used to promote and support reforms to municipal financial management and the implementation of the MFMA. 


The conditions of the grant were met. No funds have been withheld. 
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22. Government grants and subsidies (continued) 
Municipal Infrastructure Grant (MIG) 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Withheld 

Other transfered to debtors 

Unspent amount transferred to liabilities 


402 656 
53 134 000 
(54 088 163) 
(402 656) 
954 163 


15 859 477 
37 102000 
(36 699 345) 
(15 859 477) 


402 655 


Conditions still to be met - remain liabilities (see note 12). The grant were overspend and the municipality is currently liasinq 
with COGTA to recover the overexpenditure. 


This grant were used to construct municipal infrastructure to provide basic services for the benefit of poor households. 
The conditions of the grant were met.. 

Integrated National Electrification Programme 


Balance unspent at beginning of year 


4 830 144 

Current-year receipts 

6 580 000 


Other 


(4 830 144) 

Unspent amount transferred to liabilities 

Conditions still to be met - remain liabilities (see note 12). 

6 580 000 

“ 

This grant were used to construct municipal infrastructure to provide basic services for the benefit of poor households. The 
grant were recieved late and expenditure will be incurred during 2018/2019 fin year. 

LED Learnership 

Balance unspent at beginning of year 

327 926 

327 926 

Unspent amount transferred to liabilities 

Conditions still to be met - remain liabilities (see note 12). 

EPWP 

327 926 

327 926 

Current-year receipts 

1 160 000 

1 295 000 

Conditions met - transferred to revenue 

(1 160 000) 

(1 295 000) 

Unspent amount transferred to liabilities 

Conditions were met. No unpend grant remain, (see note 12). 

CDfVLRefurbishment of Mamaolo Hall 



Balance unspent at beginning of year 

6 135 

6 135 

Unspent amount transferred to liabilities 

Conditions still to be met-remain liabilities (see note 12). 

CDMiSeleteng Diamond Softball 

6 135 

6135 

Balance unspent at beginning of year 

300 000 

300 000 
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0 the amount of revenue can be measured reliably; 

2,1,15 Pr ° babfe ,ba ‘ ,bB e “ n ° miC “ - «-transaction win »„w ,o th e m u„ iC ipal,ty- 

0 "" S,a9 " “ f 8 >«» ^ng date can be measured reliobly . and 

-0 tha costs incurred fo, the transaction and the costs to complete me transaction can be measured reliably ■ 

*» •»* revenue is recognised on a 

sxr-Kasr act is ™ ch ™ re 

~ a bB eS6ma “ *** ■— - -gnised 
completion the transaction at the reading' £. by ,h8 ^ 

Interest, royalties and dividends 

Revenue arising bom the use by others o, entity assets yietdtng in,eras,, royalties and dividends is reecgnisad wham 
and" » " reba “ 9 economic benefits or service potential associated with tee transaction will , he municipal.*, 

0 The amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Royalties are recognised as they are earned in accordance with the substance of the relevant agreements. 

SSKSf ‘ h5ir "**"* ” reC ” 8 " iSed ’ " «**• «*** » he " •» municipality's right to racaiva payman, has baan 

p£*££* inC ' Me, ‘' he P ™ e *" 8 pr0I, “ e ' 8re ,e “«" ls « d 85 revenue ova, the period during which the service is 
1.10 Revenue from non-exchange transactions 

represents a^ncrease^netarse^^other^an^^creasesrel^tin^o'comributioi^sfrom'owners 313 * 8 ^ * ™ nk3|?a% ’ Which 

or service potential embodied in 

returned to the transferor. P m as speci!,ed or futu re economic benefits or service potential must be 

b888 « *- me asset pursuit.o, its objectives and can 

exchan^ VBP PPP ^ P °^^ yt ^ P8|C ^ 8,88, ^ p m 8 my te'anotherendtyhin 

ss dete ™ ined by a “ 8rt * — * 

municipality eitheTreceives va^efro^^ms^er munfe^lity w'fhtH^ dlSSJ?™' 3 non ; exchan 9 e transaction, an 
S1 ves value to another municipality without directly vah » ln exchan ^- - 


25 



Lepelle Nkumpi Municipality 

(Registration number LIM 355) J 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


as specified. Stipulations on transferred assets are terns in ?awsS !? P be K re ‘ urned to lhe transferor if not deployed 

use of a transferred asset by entities external to the reporting municipality. 3 fa ' nd ' n9 arran9enient ' imposed upon the 

Payable to entities, in accordance with laws and or 

of the law. government. Taxes do not include fines or other penalties imposed for breaches 


Transfers ere inflows of Mura economic beneflfs or service potential flora noh-exchahge transactions, other than taxes 
Recognition 


fh^ as an asset is recognised as revenue, except to the extent 

exchange traSS redSSe ca^inSSLunTonh It M0W of resources from a non¬ 
amount of revenue equal to that reduction. ' ^ ng mount of the ''ability recognised and recognises an 

Measurement 


municipality. When,"arareS^non^cL^gftransad'Sn •" " et 3SSetS rec ° 9nised by the 

SS^iaSi^ 0Unt ° f ^ aSS8t meaSUred 31 its <*' vaIae - at the £t^S^ 

obligation afthf repSn^^ increasJfn^ssets’ the 9 ™ 3Unt required to settle the 

lhe ^ — — - a c*SKttS'tKS SKM SOSStH 

Transfers 


recognises an asset in respect ot fSX?X„ 5 tranJS Ko^SmeeTS"i “ S ” t ^ "’“"“P 8 ®* 
criteria for recognition as an asset. resources meet the definition of an asset and satisfy the 


Transferred assets are measured at their fair value as at the date of acquisition. 

Fines 

the municipality collects floe, in the capacity of an agent the line wfll „5 Where 

Bequests 

e B =,« 

Gifts and donations, including goods in-kind 

1.11 Conditional Grants and receipts 

&& 

conditions or obligations have not been met a liability is recognised agreement. To the extent that the criteria, 
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1.12 Provisions and contingencies 
Provisions are recognised when: 


0 the municipality has a present obligation as a result of a past event; 


obligation; and" ^ 30 ° Utf,0W of resources embodying economic benefits or service potential will be required to settle the 
0 a reliable estimate can be made of the obligation. 

reporh^°dat^ Where 'die n effed e ofti^eva^e^of°m!3ney X fe^aferia| e th ) ^amou 0 t be f reC,U ' r ^ i: * *° the Obligation at the 

expenditures expected to be required to settle the obligation The 3 P ™ IS '° n is the P ras ent value of the 

assessments of the time value of money and the ristaspSctoth??iabH^ * **** ^ tha * reflects Current market 

^bursed by another pad, the 

se ties the obligation, The reimbursement is treated as a sepa^a?set The JmSnT m6nl Wl " received ifthe municipality 
not exceed the amount of the provision. separate asset. The amount recognised for the reimbursement does 

no longer pmbab^haf an oufflo^K best ^timate. Provisions are reversed if it is 

obligation. emooaying economic benefits or service potential will be required, to settle the 

S52? 0,a provisl ” in *> -M«•p» 5sase ««* ™, 

A provision is used only for expenditure for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

measured as a provision NoobligS under the contract is recognised and 

committed to the sale or transfer, that is, there is a binding agrSment. fer of an operation until the municipality is 

recognised in business combinations that are recognised separately are 

0 the amount that would be recognised as a provision, and 
0 the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent llablMee are not recognised. Contingencies are disclosed in note 35. 

1.13 Unauthorised expenditure 
Unauthorised expenditure means: 

0 oyerspending of a vote or a main division within a vote; 

purpose of the main division J' 3 " 06 ^ ^ purpose of a vote or ' ln ,he ca se of a main division, not in accordance with the 

the yearthai the^xpendfture^ds^hmTCdThe'^pend^re is^sstfi^^a^Kla'n* 16 SS?" 1 of financial Performance in 

where recovered, it is subsequently accounted for as revenue eXPenSe ' and 
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1.14 Irregular expenditure 

Municipal SystemsAcf^OO^The^bHc'offic^Bearere'A mSntAct(Act No ' 56 of2003) ' the 
Municipality’s supply chain management pSSSST ^ 

subsequently accourjttfK^ Fin?nciarPeSSnct Perf0rmanCe “ d Wher8 recovered ’ itls 

1.15 Fruitless and wasteful expenditure 

~™r e “ a b r — “ "—*« - been 

financial performance in the year that the expenditure was inrnfr 0 H tk 9 ^ d as an ex P ense in the statement of 
Of (h, expense, end where recovered, it is subsequent,, accounted tor JSS™ 535225 

1.1$ Translation of foreign currencies 
Foreign currency transactions 

exchange rate bet^eMhe^ncS the forei 9 n currency amount the spot 

arising on the settlement of monetary items oron translarinomnn^L the da e transaction. Exchange differences 

translated on initial recognition during the period or in previous annualw,rial *?!* dlffe . rent from ,hose at whic h they were 
in the period in which they arise. P financial statements are recognised in surplus or deficit 


When a gain or loss on a non-monetary 
recognised directly in equity. When a ga 
component of that gain or loss is recogn 


,l reC ° 9niSed direc,ly in ec t uily ’ an y exchange component of that gain or loss is 
ised in surplus iS reC ° 9niSed in SUrp,US ° r deficit ' any eXcha " 3 * 


0 R fThe S ca b s y h a «l yin9 ,0 the f0rei9n CUrrenCy am0Unt 

1.17 Comparative figures 
Current year comparatives 

Budgeted amounts have been included the statement o, companson n, budge, and actual amounts forthe current financial 
Prior year comparatives 

in the current year, the adjustment ,s M SSSS £ S ISSStS 3 Cha " 9e in P°«‘V 

accordingly. ^ ’ ' as s Practicable, and the prior year comparatives are restated 

1.18 Leases 


is 


Finance leases - lessee 

ars p ° T ?° n at ™ ts ■** * •» ***• 

included in the statement of financial position as a finale teasJobligatton corresponding liability to the lessor is 

J^SSSSSgSSS iS ,h8 »“*«fn Ih, lease. 
;s allocated to each penod during the leas, JXZSgg, £ 
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Operating leases — lessor 


negotiating and arranging operaS^ lease term. Initial direct costs incurred in 

expense over the lease term on the same basis as the lease income 3836 reco 9 nised as an 


Income for leases is disclosed under revenue in the statement of financial performance. 
Operating leases - lessee 


SSStK SSXUm b “' S ■"» ,te ■« *»■ difference between 

IS not discounted. ' payments are recognised as an operating lease asset. This liability 

Any contingent rents are expensed in the period they are incurred. 

1.19 Non-current assets held for sale 

ratherthanthraugh Sfnulng^ be recovered through a sale transaction 

available for immediate sale in its present condition °. i! V when l he sale IS hl 9 hl V Probable and the asset Is 

qualify for recognition as a completed sale within one year from tfSate ofSSon.^® Sa ' 8 ' Which shou ' d be expected to 

current value ,ess costs to sell. A non¬ 

interest and other expenses attributable to the liabilities of the "held for sale assets" are recognised in surplus or deficit. 

1.20 Impairment of cash-generating assets 


ScSffl ,he -fT 0f financial P0siti0n after deducting any 

group of assets held“tS Uni * iS ,he Sma " eSt ldB “ 

use that are largely independent of the cash inflows from other ass^ or gro^S oSs fr0m C ° ntinUing 

expense' diSP ° Sa ' 3re incremen,al cos,s direcll V putable to the disposal of an asset, excluding finance costs and income tax 


Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

the sa,e of an asset in an arm ' s ,ength *■■—* 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either; 


0 the period of time over which an asset is expected to be used by the municipality; or 

"0 (b) the number of production or similar units expected to be obtained from the asset by the 
municipality." 

Identification 
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indication exists, the municipality estimated the recoverable amount of'toe aS 9 35361 may b ® W a ^. if any Such 


Value in use 


continuing use^f ^sSet^ndfr^m^d^^LTatThe end onL^seS'lifeWh^e cash ' *«»* expected to be derived from the 
municipality estimates the future cash inflows and outflow- tn JLJ If?' Wh estimatin 9 the value in use of an asset, the 
disposal and the municipality applies the appropriate discount rate to thSs”e cSsh flows 6 ° f ** 35361 and fr ° m itS U,tima,e 

Basis for estimates of future cash flows 
In measuring value in use the municipality; 

inflows or oufflp'ws sxpected to°arfee fSuunTrS excludes any estimated future cash 

and^ eCt i° nS ^ aset * on thes ® budgets/forecastscotrers^maxsifum period^^five'years.^nlessaionge^perlod can'bejhistified: 

proSn^^ Wfscssts by ex.rapclal.hg the 

rate can be justified. This growth rate does not exceed the Innn Wm f 9 ^ h ra ®' 0r sub , sequent years, unless an increasing 
justified ° r countries in ent?ty^^ra?es, X oTfor the mariteUn whtcMhe asset iTIfsed.'unless^hlgher^ra^e Can'be 

Composition of estimates of future cash flows 


Estimates of future cash flows include; 


0 projections of cash inflows from the continuing use of the asset; 




0 net cash flows, if any, to be received (or paid) for the disposal of the asset at the end of its useful life. 
Estimates of future cash flows exclude: 


0 cash inflows or outflows from financing activities; and 
0 income tax receipts or payments. 


parties, after deducting the estimated costs of disposal 9 h ,ransact,on be,ween knowledgeable, willing 

Cash-generating units 


mr" 1 f ° rtheindividual «*■«*is no, 

cash-generating unit to which the cfete^lne^ the recoverable amount of the 
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cash-generating unit, even if some or allofthe outputs used SemaTy Hhe ^V SSet or 9roup of assets is identified as a 
genera ting uni, are affected by internal transfer priang ^ munSS 9 , enerated b y a "y asset or cash- 

could be achieved in arm’s length transactions in estimating P ^ managements best estimate of future price(s) that 

0 the Mere cash inflow* used ,o determine th , asset's or cash-generating un| - rs ^ ^ ^ 

"0 the , utur , cosh outtlpws need determine the value in use of any other assets or castvg.neretlng 
units that are affected by the internal transfer pricing." 

,he r™ aSSe * " - —- unless a change 

amount of the cash-generating unit is determined. 9 determined on a basis consistent with the way the recoverable 
SSa S iS reC09niSed f0r a -it if the recoverable amount of the unit is less than the canning 

on the carrying amount of each ^teHn^ assets ot ,he unit on a P ro ra ta basis, based 

individual assets. ' Eductions in carrying amounts are treated as impairment losses on 

in allocating an impairment loss, the entity does not reduce me carrying amount o, an asset below the highest of: 

0 its fair value less costs to sell (if determinable); 

0 its value in use (if determinable); and 
0 zero. 

2“gT^ is allocated pro re,, to the other 

the carrying amount of that noncash-generating asrette allocated to thi* 3 , ca f^9 eneratln 9 a proportion of 
estimation of the recoverable amountofthe cash-generating unit. H 79 ° ,the cash -9enerating unit prior to 

Reversal of impairment loss 

S^isssississssw 
=~~-==SS?SSSSSsSSsa. 

asset in prior periods. P ° amortisatio..) had no impairment loss been recognised for the 

** — -• - 

Km pertS'SSl Char9S f ° r lhe “ 8h -9S„erati„g esse, is 

systematic basis over its remaining useful life. A reversal of an impalSn? io^rforTnTh' $S ,tS / esidual va,ue ( |f any), on a 
cash-generating assets of the unit pro rata with the carrvina f T ca ^-generatmg unit is allocated to the 

treated as reversals of impairment 7 9 amounts of those assets. These increases in carrying amounts are 

service potential to a cash-generatfng f unfi. am0Unt ° f SUch a reversal is allocated to a non-cash-generating asset contributing 
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‘ “ ,mPaim ' mt 1088 <“ a <******* the rallying a mo U nt „ as5M , s n0 , increaseS abo „ e 

0 its recoverable amount (if determinable); and 

"0 the carrying amount that would have been determined (net of amortisation or depreciation) had no 
impairment loss been recognised for the asset in prior periods." 

Tmt ^ grated to 0,0 asset is allooatod pro rata to 

Re-designation 

1.21 Employee benefits 

m mm mmmmmrnkz 

Ijag gy- reOTSe "' SUrplus asse,s ma ' are “O' 1 " <"«» Policy to moat all tho related employee benefit 

0 the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either 

0 an entity's decision to terminate an employee's employment before the normal retirement date; or 
0 an employee’s decision to accept voluntary redundancy in exchange for those benefits. 

e?n ?'° y8 f be " efUs ( ° ther than P^t-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 

Vested employee benefits are employee benefits that are not conditional on future employment Composite social security 

and ° P T te y-ptens to provide postlemp^^ 

io provide Denents that are not consideration in exchange for service rendered by employees. 

'£ an igation that der 'ves from an entity's actions whereby an established pattern of past practice 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain' 

3 reSU ' 1 ' thS 6n,ity h3S Creat6d 3 Valid ****” - ths P a * of those other pSs Thai SSJK5& 
Short-term employee benefits 

“ » -»*•—wi.b, 

Short-term employee benefits include items such as: 

0 wages, salaries and social security contributions; 
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W*> "*» of the reporting period in 

“ fee “«*■■*"-*• «* as housing, cars and cell 
r h n eSr«^ recognise the ondisooonted am oo„« 

SSsSSSS“S»“--- 

"0 as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset" 

s^S55£Bs^fe3assa*B® 

Post-employment benefits 

^?irp en ‘ bene ^ tS are f, mpl0yee bene(its «><her than termination benefits) which are payable after the completion of 
em&oymeS bJSms^^or ISSSSS^^ " WDrmal arran 9 ements under *** « entity provides post- 

Post-employment benefits: Defined contribution plans 

entltv^a ^ndt a'nd'win'havp f5 * anS underwhich an enl,( y P^s fixed contributions into a separate 

asStoS constructive obligate to pay further contributions if the fund does not hold sufficient 

assets to pay all employee benefits relating to employee service in the current and prior periods. 

UK,S ^ ■» payable ,o 

TO n tn^utiffn b dnp ( fo^ C ccorr-i. X h e f nSe ^h a ^ er dec * uc ^9 any contribution already paid. If the contribution already paid exceeds the 
extenE «5 t SO?*? ? por,ing d f le ' an 6ntity recognise that excess as an asset (prepaid expense) to the 
extent that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and" 

0 as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset." 
Zodin°ir b h 1Sr«^i ned C ° ntf : bUtiQ ? ? la " d0 not fa " due wflolly within twelve months after the end of each reporting 

Post-employment benefits: Defined benefit plans 

rnMimmmiMsMmip 
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"0 the remaining assets of the fund are sufficient to meet all the related employee benefit obligations 
of the plan or the reporting municipality; or" 


0 the assets are returned to the reporting municipality to reimburse it for employee benefits already paid 

The amount recognised as a defined benefit liability is the net total of the following amounts: 

0 the present value of the defined benefit obligation at the reporting date; 

"0 minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly;' 1 
0 plus any liability that may arise as a result of a minimum funding requirement 

It 1 theTowe n rof etermined 35 3 may be negative < an asset >- The municipality measure the resulting asset 


0 the amount determined above; and 

contribijfimv? ISSSL econom ; c b f nefi ' s available in the form of refunds from the plan or reductions in future 
time Se of money ' P Va ' Ue ° f theSe economic bene{its is determined using a discount rate which reflects the 

Any adjustments arising from the limit above is recognised in surplus or deficit. 

0 current service cost; 

0 interest cost; 


0 the expected return on any pian assets and on any reimbursement rights; 
0 actuarial gains and losses; 
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0 past service cost; 

0 the effect of any curtailments or settlements; and 

0 the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

the accrued benefit method pro-rated on service or as the benefit/years fseSl? S* 1 * Melh ° d ( sor netlmes known as 

9,V,nS “ " addi,to " al - - b ™«> —— « S3 SB StTBSSSS “ 

W#** sotvioa <**• b ‘mtt However, if an 

attribute benefit on a straight-line basis from: V 9 of benefit than in earlier years, an municipality shall 

;ior s a 8 S 9 ;„r ,0e by etnpl0!ree firs * leadS “ be ™* to plan (whether or no, ft. benefits are „ ndittonal „ 

MS iSSJ 'SSSSr" bV ^ emP ' 0>9e lead “ "» *"“« * ™,er benefits pnder ft. other than 

prices and interest rates) up to the reporting date, changes in circumstances (including changes in market 

.he curtailment or 

0 any resulting change in the present value of the defined benefit obligation; and 
0 any resulting change in the fair value of the plan assets. 

Bss«sa==~s 

obligation, the right to reimbursement expenditure required to settle a defined benefit 

respects, the asset is treated in thesame SSSm m f Th , e f** 15 measured at *»h». In all other 
plan is [OR is not] presented as the net of the'amo« re ' a " n!! '° ‘ d °" ned bene ® 

SS”nS3T4h» £ 'EZtSESSZ&SSSl ^ relat '" 9 >° *'•" ^ ^. 

basis, ohto^ealise'the surpiu^in on^plan'and^seltle its^l^gatior^undeAhe oteer pta^slmultaneously! 6 
Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

fhe *" 0f W* consistent with the currency 

Post-employment benefit obligations are measured on a basis that reflects: 

0 estimated future salary increases; 

iSSSSSg and " ' he 1B "" S ‘ be Pl ” * » <to, 


any constructive obligation that goes beyond those terms) at 
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0 estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit plan if 
and Only if, either: 

0 those changes were enacted before the reporting date; or 

0 past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, for 
example, in line with future changes in general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 


Pension Obligations: The municipality and its employees contribute to 4 different Pension Funds, of which 2 (The Municipal 
Employees Pension Fund and Municipal Gratuity Fund) cater for the majority of the staff. Municipal Employees Pension Fund, 
Municipal Gratuity Fund and National Fund for Municipal Workers are defined benefit funds. The Municipal Councillors Pension 
Fund are defined contribution funds. 


The schemes are funded through payments to financial consultant companies or trustee-administered funds, determined by 
periodic actuarial calculations. The Municipality has both defined benefit and defined contribution plans. A defined benefit plan 
is a pension plan that defines an amount of pension benefit that an employee will receive on retirement, usually dependent on 
one or more factors such as age, years of service and compensation. A defined contribution plan is a pension plan under which 
the Municipality pays fixed contributions into a separate entity. The Municipality has no legal or constructive obligations to pay 
further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in 
the current and prior periods. 

For defined contribution plans, the Municipality pays contributions to publicly or privately administered pension insurance plans 
on a mandatory, contractual or voluntary basis. The Municipality has no further payment obligations once the contributions 
have been paid. The contributions are recognized as employee benefit expense when they are due. Prepaid contributions are 
recognised as an asset to the extent that a cash refund or a reduction in the future payments is available. 

1.22 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.23 Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised 
as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of borrowing costs eligible 
for capitalisation is determined as follows: 

0 Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any investment 
income on the temporary investment of those borrowings. 

0 Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed for the purpose of 
obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred. 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

0 expenditures for the asset have been incurred; 

0 borrowing costs have been incurred; and 

0 activities that are necessary to prepare the asset for its intended use or sale are undertaken. 

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or recoverable 
service amount or net realisable value, the carrying amount is written down or written off in accordance with the accounting 
policy on Impairment of Assets as per accounting policy number 1.21. In certain circumstances, the amount of the write-down 
or write-off is written back in accordance with the same accounting policy. 

Capitalisation is suspended during extended periods in which active development is interrupted. Capitalisation ceases when 
substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are complete. All other 
borrowing costs are recognised as an expense in the period in which they are incurred. 
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1.24 Use of Estimates 

of annual finan c'al statements in conformity with Generally Recognised Accounting Practice requires the use 
of certain critical accounting estimates. It also requires management to exercise its judgement in the process of aoolvina the 

“S n y ^nH C0U t ntin9 f ***- ^ are3S involvin 9 a h '9 her de ^ <*Judgement T^ZSl, bfSS $£?*** 
assumptions and estimates are significant to the annual financial statements are disclosed in the relevant sections of the 
annual fmancal statements. Although these estimates are based on management’s best knowledge" /Sr^en elentl and 
actions they may undertake In the future, actual results ultimately may differ from those estimates 

1.25 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 


1.26 Investments 


to an mves,men l i s 9 reater tha " the estimated recoverable amount, it is written down immediately 

to its recoverable amount and an impairment loss is charged to the Statement of Financial Performance, V 

1.27 Grants in aid 

Tk S |:fP el,e ^kumpi Municipality transfers money to individuals, institutions and organisations. When makinq these transfers 
does not: Receive any goods or services directly in return, as would be expected in a7uSse or safe ' 

are fecoanisedT hfi ' n . future ; or Expect 3 r,nancial "atom, as would be expected from an investment These transfers 

are recognised in the financial statements as expenses in the period that the events giving rise to the transfer occurred, 

1.28 Impairment of non-cash-generating assets 
Non-cash-generating assets are assets other than cash-generating assets. 

. fUtUre eCOn ° m L C ben ° flts or service P°'ential of an asset, over and above the systematic recognition 
of the loss of the asset s future economic benefits or sen/ice potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deductinq any 
accumulated depreciation and accumulated impairment losses thereon. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use. 
Useful life is either: 

0 the period of time over which an asset is expected to be used by the municipality; or 

"0 the number of production or similar units expected to be obtained from the asset by the municipality." 

Identification 

m,miril h „?s arryin9 amQ ? nt °! a non - cash -generating asset exceeds its recoverable service amount, it is impaired. The 
Sfred Sa t Ch repodin 9 date whether there is a ny indication that a non-cash-generating asset may be 

impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Value in use 

Value in use of an asset is the present value of the asset's remaining service potential. 
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The present value of the remaining service potential of an asset is determined using the fallowing approach: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset's gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised” basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for 
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset. 

Restoration cost approach 

Restoration cost is the cost of restoring the service potential of a cash-generating asset to its pre-impaired level. The present 
value of the remaining service potential of the asset is determined by subtracting the estimated restoration cost of the asset 
from the current cost of replacing the remaining service potential of the asset before impairment. The latter cost is determined 
as the depreciated reproduction or replacement cost of the asset, whichever is lower. 

Service units approach 

The present value of the remaining service potential of the asset is determined by reducing the current cost of the remaining 
service potential of the asset before impairment, to conform to the reduced number of service units expected from the asset in 
its impaired state. The current cost of replacing the remaining service potential of the asset before impairment is determined as 
the depreciated reproduction or replacement cost of the asset before impairment, whichever is lower. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable sen/ice amount. This reduction is an impairment loss. An impairment loss is recognised 
immediately in surplus or deficit. Any impairment loss of a re-valued non-cash-generating asset is treated as a revaluation 
decrease, When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating 
asset to which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of 
GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 


An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 
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A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. Any reversal 
of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. After a reversal of an 
impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset is adjusted in future 
periods to allocate the non-cash-generating asset's revised carrying amount, less its residua! value (if any), on a systematic 
basis over its remaining useful life. 

Re-designation 

The re-designation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating 
asset to a cash-generating asset only occur when there is clear evidence that such a re-designation is appropriate. 

1.29 Presentation of Budget Information in the Financial Statements 

The Municipality shall present a comparison of the budget amounts for which it is held publicly accountable and actual amounts 
either as a separate additional financial statement or as additional budget columns in the financial statements currently 
presented in accordance with Standards of GRAP. The comparison of budget and actual amounts shall present separately for 
each level of legislative oversight: 

0 the approved and final budget amounts; 

0 the actual amounts on a comparable basis; and 

0 by way of note disclosure, an explanation of material differences between the budget for which the entity is held publicly 
accountable and actual amounts, unless such explanation is included in other public documents issued in conjunction with the 
financial statements, and a cross reference to those documents is made in the notes. 

Where an entity prepares its budget and annual financial statements on a comparable basis, it includes the comparison as an 
additional column in the primary annual financial statements. Where the budget and annual financial statements are not 
prepared on a comparable basis, a separate statement is prepared called the 'Statement of Comparison of Budget and Actual 
Amounts'. This statement compares the budget amounts with the amounts in the annual financial statements adjusted to be 
comparable to the budget. 

A comparable basis means that the budget and annual financial statements; 

0 are prepared using the same basis of accounting i.e. either cash or accrual; 

0 include the same activities and entities; 

0 use the same classification system; and 
0 are prepared for the same period. 

1.30 Heritage Assets 
Recognition of Assets 

Heritage assets is recognised when it has a cultural, environmental, historical, natural, scientific, technological or artistic 
significance and are held indefinitely for the benefit of present and future generations. 

Certain heritage assets are described as inalienable items thus assets which are retained indefinitely arid cannot be disposed 
of without consent as required by law or otherwise. 

A heritage asset is further recognised as an asset only if: 

0 it is probable that future economic benefits or service potential associated with the asset will to the municipality; and 
0 the cost of fair value of the asset can be measured reliably. 

Subsequent Measurement 

Heritage asset is measured at its cost value and should it be acquired through a non-exchange transaction will it be measured 
at its fair value as at the date of acquisition and is carried at its cost iess any accumulated impairment losses. 
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If a heritage asset's carrying amount is increased as a result of a revaluation, the increase is credited directly to a revaluation 
surplus and is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same heritage asset 
previously recognised in surplus or deficit. If a heritage asset’s carrying amount is decreased as a result of a revaluation, the 
decrease is recognised in surplus or deficit and is debited directly to a revaluation surplus to the extent ofany credit balance 
existing in the revaluation surplus in respect of that heritage asset. 

Although a heritage asset is not depreciated is the heritage asset assess at each reporting date to disclose whether there is an 
indication that it may be impaired. 

In terms of the standard, compensation from third parties for heritage assets that have been impaired, lost or given up, should 
be included in surplus or deficit when the compensation becomes receivable. 

The municipality will treat any difference at that date between the carrying amount of the heritage asset and its fair value in the 
same way as a revaluation in accordance with this Standard. Should any item of property, plant and equipment or an intangible 
asset carried at a re-valued amount, or investment property carried at fair value is reclassified as a heritage asset carried at a 
re-valued amount, the entity applies the applicable Standard to that asset up to the date of change. The entity treats any 
difference at that date between the carrying amount of the asset and its fair value in accordance with the applicable Standard 
relating to that asset. Transfer of investment property carried at fair value, or inventories to heritage assets at a re-valued 
amount, any difference between the fair value of the asset at that date and its previous carrying amount should be recognised 
in surplus or deficit. 

Item use Full Life 

Property and building - Indefinite 

Other Assets - 5 to 50 years 

De-recognition of Asset 

The carrying amount of a heritage is de-recognised: 

0 on disposal, or 

0 when no future economic benefits or service potential are expected from its use or disposal; 

The gain or loss arising from the de-recognition, of a heritage asset should be determined as the difference between the net 
disposal proceeds, if any, and the carrying amount of the heritage asset. Such difference is recognised in surplus or deficit 
when the heritage asset is derecognised. 

1.31 Value Added Tax (VAT) 

The municipality accounts for Value Added Tax on the cash basis. 
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2. New standards and interpretations 

2.1 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory for 
the municipality's accounting periods beginning on or after 01 July 2012 or later periods: 

GRAP 18: Segment Reporting - Issued March 2005 

Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
entity. The major classifications of activities identified in budget documentation will usually reflect the segments for which an 
entity reports information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in line 
with the entity’s overall mission. Geographical segments relate to specific outputs generated, or particular objectives achieved, 
by an entity within a particular region 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of Finance. 
The effective date indicated is a provisional date and could change depending on the decision of the Minister of Finance. 

The effective date of the standard is for years beginning on or after 01 April 2011. 

The municipality expects to adopt the standard for the first time in the 2012 annual financial statements. It is unlikely that the 
standard will have a material impact on the municipality's annual financial statements. 

GRAP 20: Related Party - Issued June 2011 

Related party relationships exist throughout the public sector, because: 

(a) The Municipalities is subject to the overall direction of an executive government or Council and ultimately, parliament, and 
operate together to achieve the policies of the government. 

(b) The Municipality conduct activities necessary for the achievement of different parts of their responsibilities and objectives 
through separate controlled entities, and through entities over which they have significant influence 

(c) Public entities enter into transactions with other government entities on a regular basis, and 

(d) Ministers, councillors or other elected or appointed members of the government and other members of management can 
exert significant influence over the operations of an entity. 

The mere existence of related party relationships means that one party can control, jointly control or significantly influence the 
activities of another party. This provides the opportunity for transactions to occur on a basis that may give one party an 
advantage at the expense of another. Therefore the disclosure of related party transactions, outstanding balances, and the 
relationship underlying those transactions is necessary for accountability purposes. 

Management could hold positions of responsibility within an entity and therefore members of management will be responsible 
for the Strategic direction and operational management of an entity and are entrusted with significant authority. However, their 
responsibilities may enable them to influence the benefits of office that flow to them, or their related parties or parties that they 
represent on the governing body. 

Close members of the family of persons related to the entity may influence, or be influenced by them in their transactions with 
the entity. 

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related parties 
may affect users' assessments of the financial position and performance of the reporting entity and its ability to deliver agreed 
services, including assessments of the risks and opportunities facing the entity. This disclosure also ensures that the reporting 
entity is transparent about its dealings with related parties. 

The effective date of the standard is for years beginning on or after 01 April 2013. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the municipality's 
operation. 
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At present the impact of the standard is not material.. 

GRAP 105: Transfer of Functions between Entities under Common Control — Issued November 2010 

"The compliance to the standard would have no effect on the present presentation of the Annual Financial Statement. However 
should in the future it be necessary to transfer functions between entities under common control will the accounting policy be 
amended to cater for such transfer." 

GRAP 10S: Transfer of Function between Entities Not Under Common Control - Issued November 2010 

"The compliance to the standard would have no effect on the present presentation of the Annual Financial Statement. However 
should in the future it be necessary to transfer functions between entities not under common control will the accounting policy 
be amended to cater for such transfer.” 

GRAP 107: Mergers - Issued November 2010 

"The compliance to the standard would have no effect on the present presentation of the Annual Financial Statement. However 
should in the future there be a merger between entities will the accounting policy be amended to cater for such merger 
transactions and disclosure." 

These accounting policies are consistent with the previous period. 

1.32 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets)' that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when; 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of 
property, plant and equipment. 
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1.32 Property, plant and equipment (continued) 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses, 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses except forX.X and X 
which is carried at revalued amount being the fair value at the date of revaluation less any subsequent accumulated 
depreciation and subsequent accumulated impairment losses. 

Properly, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. 

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would 
be determined using fair value at the end of the reporting period. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaluation equals its revalued amount. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset. 

Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset, ' " 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings as the asset is used. The amount transferred is equal to the difference between depreciation based on the revalued 
carrying amount and depreciation based on the original cost of the asset. 

Property, plant and equipment are depreciated on the over their expected useful lives to their estimated residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity 
such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. 


Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an assets carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect 
of that asset. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

The depreciable amount of an asset is allocated on a systematic basis over its useful life. 
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1.32 Property, plant and equipment (continued) 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation method used reflects the pattern in which the asset's future economic benefits or service potential are 
expected to be consumed by the municipality. The depreciation method applied to an asset is reviewed at least at each 
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic 
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is 
accounted for as a change in an accc unting estimate. 

The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the 
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the 
municipality revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an 
accounting estimate. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of 
these assets are recognised as revenue. All cash flows on these assets are included in cash flows from operating activities in 
the cash flow statement. 

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the 
financial statements (see note ). 

The municipality discloses relevant information relating to assets under construction or development, in the notes to the 
financial statements (see note), 

1.33 Intangible assets 

An asset is identifiable if it either: 

• is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in 
the form of a contract. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on research (or on the research phase of an internai project) is recognised as an expense when it is incurred. 
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1.33 Intangible assets (continued) 


• there is an ability to use or sell it 

’ IS f nerat f p ™ bable future economic benefits or service potential 

asset. rS 3 6 teChn ' Ca '' finanC ' al and other ’’esources to complete the development and to use or sell the 
the expenditure attributable to the asset during its development can be measured reliably 

intangible assets are carried a, cost less any accumulated amortisation and any impairment losses. 

limit^tl^e b pehod over'wh^ch^h^as^e^i^e^pected'to^enerate^et cash f |nflow 0n a " relevant factors ' there * no foreseeable 
provided for these intangible assets, but they are tested forTmnS^f, ” ? !?T e P otential - Amortisation is not 
ass.. may be Impaired. For et, other intangibte assets 

Th. amortisation Period and .ba amor.isa.on method tor intangibte assets are reviewed a. each reporting date. 

tb. asset may ba impaired As a c,a f s . ified 88 Indefinite is an indicator that 

Its useful life. te ° for mpaimtent and the remaining carrying amount is amortised over 


Internally generated brands, 
intangible assets. 


mastheads, publishing titles, customer lists and items similar in substance are not recognised as 


Internally generated goodwill is not recognised as an intangible asset. 

Amortisation is provide to writ, down the intangible assets. „„ a slight Hna basis, to thair residbal yaluas as ,clows: 

Useful life 

x years / indefinite 
x years 
x years 
x years 
x years 
x years 
x years 
x years 
x years 

1.34 Financial instruments 


Patents, trademarks and other rights 

Brand names 

Licenses and franchises 

Computer software, internally generated 

Computer software, other 

Intangible assets under development 

Intangible assets 1 

Intangible assets 2 

Other intangible assets 


fn “i n „S“i'J ^ ,bat 9tea " se to a «•> <* on. entity and a financial liability or a residea, 

“"-J**• “ as “< “•*** » 

interest method of any difference between that initial amount and thT m=t th ^ cumu,a ive amortisation using the effective 
through the use of an alfowance account) for^^ am0Unt ’ and ™ us «V reduction (directly or 

A concessionary loan is a loan granted to or received by an entity on terms that are not market related. 

an obligation. nsk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 

1,131 “* ,a,r Va '“ e ° rMurecash "°* a Of a «"»**>< haratefi, will tiuchjate becaose of changes in 
S3"Sr e rBm ° ,al 3 '*’*’“*-W— ■«**~»r financialtiabHy from an entity's statement e. 
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JS5S®W«K5H?«fc» '‘r‘ com »"!.“ d "Wr•»»'= mm WnnciUstaBmBrits and «SSSmM 
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~^~*~‘^'^^^~^ynd ^r i T^^fMf l ff l ?«T!T , * < * *** 1 1 "* "*»*<* » • 
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assurance against material misstatement or deficit. ’ 


U k! of'.these annual financial statements, which are sat out on pnges.s-S to 80.. in 

Suction 126(1') df Hte Municipal Finance Management Act -bnd Which I have signed on behalf ofthe Municipality, 
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Statement of Financial Position as at 30 June 2018 

Figures in Rand ~ --------- 

Note(s) 2018 2017 



Assets 


Current Assets 
Inventories 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
VAT receivable 
Cash and cash equivalents 


Non-Current Assets 
Property, plant and equipment 
Intangible assets 


Total Assets 

Liabilities 

Cument Liabilities 

Finance lease obligation 

Payables from exchange transactions 

Consumer deposits 

VAT payable 

Unspent conditional grants and receipts 


Non-Current Liabilities 
Finance lease obligation 
Provisions 

Total Liabilities 
Net Assets 
Accumulated surplus 


7 

248 772 249 

3 962 196 

4 

30 917 630 

35 630 533 

5 

38 698 150 

30 889 818 

6 

- 

6 351 653 

3 

58 429 524 

187 415 041 


376 817 553 

264 249 241 

8 

776 914 093 

577 646 754 

9 

20 902 

48314 


776 934 995 

577 695 068 


1 153 752 548 

841 944 309 


13 

238 138 

533 714 

10 

56 492 386 

56 741 712 

11 

1 902 836 

1 857 836 

6 

5 732 874 

_ 

12 

8 107 823 

1 536 716 


72 474 057 

60 669 978 

13 


238 138 

14 

8 415 497 

7 728 077 


8 415 497 

7 966 215 


80 889 554 

68636193 


1 072 862 996 

773 308119 


1 072 862 996 

773 308 119 
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Figures in Rand ~ ------ 

Note(s) 2018 2017 



Revenue 


Revenue from exchange transactions 
Service charges 

Rental of facilities and equipment 
Water and SanitatiomCommission Earned 
Agency Fees : Licences and permits 
Other Revenue 
Finance Income 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 
Taxation revenue 
Property rates 

Transfer revenue 

Government grants and subsidies received - operating 
Government grants and subsidies received - capital 
Traffic Fines 

Total revenue from non-exchange transactions 
Total revenue 

Expenditure 

Employee related costs 

Remuneration of councillors 

Provision for Bad Debts CDM 

Provision for Bad Debts 

Depreciation, Impairment and amortisation 

Impairment Investment 

Finance costs 

Repairs and Maintenance 

Contracted services 

Free Basic Services: Electricity 

Loss on disposal of assets and liabilities 

General Expenses 

Total expenditure 

(Deficit) surplus for the year from continuing operations 
Fair Value on Land 

Surplus for the year 


15 

6 735 287 

6 339 628 

18 

516 211 

591 537 

19 

24 836 618 

32 277 572 

17 

4 335 159 

4 392 648 

21 

2 684 846 

3 575 203 

16 

12 067 325 

26 778 009 


51 175 446 

73 954 597 


20 

24 415 210 

24 042 113 

22 

217592 924 

208 670 946 

22 

54 088 163 

36 699 345 


940 665 

3 010 935 


297 036 962 

272 423 339 


348 212 408 

346 377 936 

23 

(88 086 792) 

(83 926 044) 

25 

(20 883 393) 

(18 270498) 

24 

(26 510 134) 

(14 121 693) 

24 

(16 021 132) 

(24 292 973) 

26 

(42 383 062) 

(54 077 607) 

24 

(150 000 000) 

- 


(51 824) 

(201 278) 

27 

(6 470 093) 

(7 732 304) 

(18 007 831) 

(11 641 909) 


(8 310 495) 

(7 980118) 

29 

(64 387) 

(21 129 086) 

(75 554 590) 

(88 933 308) 


(452 343 733 ) 

(332 306 818 ) 


(104 131 325 ) 

14 071 118 

41 

403 686 200 

- 


299 554 875 

14 071 118 
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Statement of Changes in Net Assets 


Figures jn R and 

Opening balance as previously reported at 30 June 2015 

Correction of prior period errors 
Balance 01 July 2016 
Surplus for the year 


Accumulated 

surplus 


Total net 
assets 


975 587 365 975 587 365 

(216 350 362) (216 350 362) 
759 237 003 759 237 003 

14 071 118 14 071 118 


Restated* Balance at 01 July 2017 
Surplus for the year 

Balance at 30 June 2018 


773 308 121 773 308 121 

299 554 875 299 554 87 5 

1 072 862 996 1 072 862 996 
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Cash Flow Statement 


Figures in Rand - 

Note(s) 

2018 

2017 

Restated* 

Cash flows from operating activities 




Receipts 

Sale of goods and services 

Investment Interest Income 

16 

303 486 148 
12 067 325 

250 548 633 
26 778 009 



315 553 473 

277 326 642 

Payments 

Employees and Suppliers 

Finance costs 


(359 197 968) 
(51 824) 

(257 632 117) 
(201 278) 

Net cash flows from operating activities 

30 

(359 249 792) (257 833 394) 

(43 696 319) 19 493 248 

Cash flows from investing activities 




Purchase of property, plant and equipment 

Proceeds from sale of property, plant and equipment 

8 

8 

(84 817 779) 
64 387 

(89 510 829) 

1 310 618 

Net cash flows from Investing activities “ 

Cash flows from financing activities 




(Decrease) in non-current liabilities 

Increase in current liabiliteis 

Net cash flows from financing activities 


(533 714) 

(533714) 
50 546 


(533 714) 

(483168) 

Net increase/(decrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


(128 983 427) 
187 412 952 

(69 190131) 
256 603 083 

3 

58 429 525 

187 412 952 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 

Approved 

budget 

Adjustments Final Budget Actual amounts 

Difference Reference 


on comparable 

between final 

Figures in Rand 


basis 

budget and 
actual 


Statement of Financial Performance 
Revenue 


Revenue from exchange 
transactions 


Service charges 

Rental of facilities and equipment 
Interest received (trading) 

Interest Earned -external 
investments 

7 248 795 

1 037 297 

4 451 216 
14 018 089 

2 521 642 

7 248 795 

1 037 297 

6 972 858 
14 018 089 

6 735 287 
516 211 

5 135 173 

6 910186 

(513 508) 
(521 086) 
(1 837 685) 
(7 107 903) 

7.% 

Note 39.1 
Note 39.2 
Note 39.5 

Agency Fees 

Fines, penalties and forfeits 

6 277 400 

9 304 170 

18 919719 
(7 932 189) 

25 197119 

1 371 981 

29 171 777 

3 974 658 
(1 371 981) 

Note 39.3 

Other revenue 

196 966 226 

(8 554 552) 

188 411 674 

2 684 846 

(185 726 828) 

Note 39.4 

Total revenue from exchange 
transactions 

239 303 193 

4 954 620 

244 257 813 

51 153 480 

(193 104 333) 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

22 662 875 


22 662 875 

24 415 210 

1 752 335 

7.73% 

Transfer revenue 







Government grants and 
subsidies received - operating 

218 524 926 

600 000 

219 124 926 

217 592 924 

(1 532 002) 

-1% 

Government grants and 
subsidies received - capital 

65 271 000 

(5 557 000) 

59 714 000 

54 088 163 

(5 625 837) 

-9% 

Traffic Fines 

- 

- 

- 

940 665 

940 665 


Total revenue from non¬ 
exchange transactions 

306 458 801 

(4 957 000) 

301 501 801 

297 036 962 

(4 464 839) 


Total revenue 

545 761 994 

(2 380) 

545 759 614 

348 190 442 

(197 569 172) 



Expenditure 


Employee related costs 
Remuneration of councillors 
Depreciation and amortisation 
Finance costs 
Bad debts 

Contracted Services 
Other Materials 
General Expenses 


{91 794 725) 
(26 320 067) 
<31 000 000) 
(60 000) 
(23 604 767) 
(76 081 796) 
(16 560 440) 
(60 711 726) 


(4 893 122) 

(5 000 000) 

(5 413 090) 
(12 333 816) 
8 465 989 
(2881 321) 


(96 687 847) 
(26 320 067) 
(36 000 000) 
(60 000) 
(29 017 857) 
(88 415 612) 
(8 094 451) 
(63 593 047) 


(88 086 792) 
(20 883 393) 
(42 383 062) 
(51 824) 
(192 531 266) 
(18 007 831) 
(6 470 093) . 
(83 865 085) 


8 601 
5 436 
(6 383 
8 

(163 513 
70 407 
1 624 
(20 272 


055 

674 

062) 

176 

409) 

781 

358 


Note 39.6 
Note 39.9 

Note 39.8 
Note 39.10 
Note 39.11 


Total expenditure 

Operating deficit 

Fair value adjustments 

Nett Surplus / (Deficit) 

(326 133 521) 

(22 055 360) 

(348 188 881) 

(452 279 346) 

(104 090 465) 

219 628 473 

(22 057 740) 

197 570 733 

(104 088 904) 
403 683 641 

(301 659 637) 

403 683 641 

219 628 473 

(22 057 740) 

197 570 733 

299 594 737 

102 024 004 
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Lepelle Nkumpi Municipality 

{Registration number LIM 355 ) 

Annual Financial Statements for the year ended 30 June 2018 


Statement, of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 

Approved 

budget 

Adjustments Final Budget Actual amounts 

Difference Reference 


on comparable 

between final 

Figures in Rand 


basis 

budget and 
actual 


Statement of Financial Position 


Assets 


Current Assets 


Inventories 2 500 000 

Receivables from exchange 335 721 305 

transactions 

Receivables from non-exchange 29 507 625 

transactions 

Cash and cash equivalents 133 944 083 

2 500 000 248 772 566 

- 335 721 305 30 917 030 

29 507 625 38 6 gg | 50 

- 133 944 083 58 429 524 

246 272 566 
(304 803 675) 

9 190 525 

(75 514 559) 


501 673 013 

- 501 673 013 376 817 870 

(124 855 143) 

Non-Current Assets 

Property, plant and equipment 
Intangible assets 

1 012 638 291 

- 1 012 638 291 776 914 096 

20 902 

(235 724195) 

20 902 

Total Assets 

1 012 638 291 

1 514 311 304 

- 1 012 638 291 776 934 998 

_ 1 A 'inA 4 Arz'i irn sen 

(235 703 293) 

Liabilities 


1 014 011 1 loo / 52 868 

(360 558 436) 

Current Liabilities 

Finance lease obligation 

533 714 

533 714 238 138 

(295 576) 

15 453 328 

Payables from exchange 
transactions 

41 039 058 

41 039 058 56 492 386 

Consumer deposits 

1 800 000 

1 800 000 1 902 836 

102 836 

Unspent conditional grants and 
receipts 

“ 

8 107 823 

8 107 823 


43 372 772 

- 43 372 772 66 741 183 

23 368 411 

Non-Current Liabilities 

Provisions 

Total Liabilities 

531 864 

531 864 8 415 497 

7 883 633 

43 904 636 

43 904 636 75 156 680 

31 252 044 

Net Assets 

1 470 406 668 

- 1 470 406 668 1 078 596 188 

(391 810 480) 

Net Assets 

Net Assets Attributable to 
Owners of Controlling Entity 

Reserves 

Accumulated surplus 

Total Net Assets 

1 228 000 691 

- 1 228 000 691 1 072 795 584 

(155 205 107) 

1 228 000 691 

- 1 228 000 691 1 072 795 584 

(155 205 107) 
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Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 

Approved 

budget 

Adjustments Final Budget Actual amounts 

Difference Reference 


on comparable 

between final 

Figures in Rand 


basis 

budget and 
actual 


Cash Flow Statement 


Cash flows from operating activities 
Receipts 


Sate of goods and services 
Investment Interest income 

382 410 402 

18 469 306 

- 382 410 402 
18 469 306 

303 486 148 
12 067 325 

(78 924 254) 

(6 401 981) 



400 879 708 

- 400 879 708 

315 553 473 

(85 326 235) 


Payments 

Emplyees and Suppliers 

Finance costs 

(271 468 754) 

(60 000) 

. (271 468 754) 
(60 000) 

(359 197 968) 
(51 824) 

(87 729 214) 

8 176 


Net cash flows from operating 
activities 

(271 528 754) 

- (271 528 754) 

(359 249 792) 

(87 721 038) 


129 350 954 

- 129 350 954 

(43 696 319) 

(173 047 273) 


Cash flows from investing activities 

Purchase of property, plant and (219 628 475) 
equipment 

Proceeds from sate of property, 5 337 000 

plant and equipment 

- (219 628 475) 

5 337 000 

(84 817 779) 

64 387 

134 810 696 

(5 272 613) 


wet cash tlows from investing 
activities 

(214 291 475) 

- (214 291 475) 

(84 753 392) 

129 538 083 


Cash flows from financing activities 

Finance lease payments 


(533 714) 

(533 714) 


Net increase/(decrease) in cash 
and cash equivalents 

Cash and cash equivalents at 
the beginning of the year 

(84 940 521) 

217 184 604 

- (84 940 521) 

- 217184 604 

(128 983 425) 

187 412 952 

(44 042 904) 

(29 771 652) 


Cash and cash equivalents at 
the end of the year 

132 244 083 

* 132 244 083 

58 429 527 

(73 814 556) 


Reconciliation 


The final budget and financial statements were both prepared on an accrual basis. See Note:41 for explanation of 
significant variances greater than 10 % 
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Lepeile Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements lor the year ended 30 June 2018 

Appro priation Statement 

■Figures.in Rend ~~ ~ ~ ——'— -—--- 

Original Budget Final Shifting of 

budget adjustments adjustments funds {i.lo. 

(I.Lo. s28 and budget s31oftho 

S3 1 of the MFMA) 

___MFMA) 


Virement Final budget Actual 
(Uo. council oulcomo 

approved 
policy) 


Unauthorised Variance Actual Actual 

expenditure outcome outcome 

as % of as % of 

final original 

___budget budget 


2018 


Financial Performance 
Property rates 
Service charges 
Investment revenue 
Transfers recognised - 
operational 
Other own revenue 
Total revenue 
(excluding capital 
transfers and 
contributions) 
Employee costs 
Remuneration of 

councillors 
Debt impairment 
Depreciation and asset 
impairment 
Finance charges 
Other expenditure 
Total expenditure 
Surplus/(Deticit) 


•£ v ' • 44 002 8/5 

7 24 8 795 - 7 2<«8 795 

18 469 305 2 621 642 20 990 947 

218 524 926 600 000 219 124 926 

213 585 093 2 432 978 216 018 071 

m 

22 662 875 24 415 210 

7 248 795 6 735 287 

20 990 947 12 067 325 

219 124 928 217592 924 

216 01BO71 436 997 140 


1752 335 108 % 10B % 

(513 508) 93 % 93 % 

(8 923 622) 57 % 65 % 

(1 532 002) 99 % W 0% 

220 979 069 202 % 205 % 

480 490 994 S 554 S20 486 045 614 

umii 

486 045 614 697 807 886 

smBE 

211 762 272 144 % 145% 


(91 794 725) 
[26 320 067) 

(23 604 767) 
(31 000 000) 

(60 000) 
(153 3 53 9 62) 


(4 893 122) 


(5 413 090) 
(5 000 000) 


(96 687 647) 
(26 320 067) 

(29 017 657)® 
(36 000 000 


(60 000)' 
(6 749 148) (160 103 110) 


154 357 473 (16 500 740) 137S56 733 


(96 687 847) 
(26 320067) 


(86 086 792) 
(20 883 393) 


(326 133 521) (22 055 360) (348 188 881) 


(29 017 857) (192 531 266) 
(36 OOO 000) (42 383 062) 

(60 000) (51 824) 

(160 103 110) (10B915 313) 


8 601 055 
5 436 674 

(163 513 409) 
(6 383 062) 

8 176 
51 187 797 


(348 188 881) (452 851 650) 


91 % 
79% 

663 % 
118% 

86 % 
68 % 


137 856 733 244 956 236 


79% 

816 % 
137 % 


71 % 


- (104 662 769) 130 % 139% 

107 099 503 178 % 159“% 
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Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 


Accounting Policies 


1. Presentation of Annual Financial Statements 

A summary of (he significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with the previous period. 

1.1 Compound instruments 

Trade receivables / Held to maturity investments and/or loans and receivables 

25 ijClSS iS !i a,C .i! ,a,ed ° n a portfolio basis ' based on historical loss ratios, adjusted for national 

nnrtfnil Th P economic conditions and other indicators present at the reporting date that correlate with defaults on the 

portfolio. These annual loss ratios are applied to loan balances in the portfolio and soiled to the estimated toss^emerged 

Allowance for slow moving, damaged and obsolete stock 

X^aSddlS or net rea,isab,e va,ue Management have made estima * es <*** 

The write down is included in the impairment of assets note. 

Fair value estimation 9 

n untprta r>e*" nSe graded in active markets (such as trading and available-for-sale securities) is based on 

Ih at t l ^ Statem ^ 0f financial position date. The quoted market price used for financial assets held by the 

IS? he currant bld P/ ,ce - j he carrying value less impairment provision of trade receivables and payables are y 
to approximate their fair values. The fair value of financial liabilities for disclosure purposes is estimated by 

finandalTnstmments 6 C ° n ' tractual cash flows at the current market interest rate that is available to the municipality for similar 
Impairment testing 

in-u s? calc u lati o nTa nTfarIvaIues"^Th mp* nil “7? “l* 1 aSSet$ have been de,ermined based on the higher of value- 
hattte ass^^^ r ? qu ' re ! e use ofestimates and assumptions. It is reasonably possible 

carrying val^^ our esdmat.ons and may then require a material adjustment to the 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances sucoest that the 

ammsssmst 
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Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


Provisions 


Useful lives 

Post-retirement benefits 

Effective interest rate 

The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 

?" impairm ^ nt is recognised in surplus and deficit when there is objective evidence that it is impaired The 

1.2 Presentation of Currency 

These annual financial statements are presented in South African Rand which is the functional currency of the municipality, 

1.3 Going concern assumption 

rn™ hiSf Th C .° UntinS S ! andar ^ GRAP 1 P ara 9 ra Phs 27 to 30 the annual financial statements are prepared on a going 
co cern basis. The assumption is based on the fact that the municipality may invoke its power to levy additional rates or taxes 

periods with e n3^^^“ nS ' dered 33 3 9 ° in9 C0PCem GVen th ° U9h the municipa,ity wi " be °P era tional for extended 

1.4 Investment property 

52S 15 Pf0Perty (l3nd ° f 3 bUi ' ding ' ° rpartof a Uuiicfing, or both) held to earn rentals for capital appreciation or 

- use in the production or supply of goods or services, or for 

- administrative purposes, or 

- sale in the ordinary course of operations.” 
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Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


Initial Recognition: 


s= 

Subsequent Measurement: 

Item 


Property - land 
Property - buildings 


Useful life 
indefinite 
5-50 years 


nssssississ s n 0 »r ni is psm ^ m 

^ fosses arising from the retirement or disposal of investment property is the difference between the net diSDosal 
proceeds and trhe carry,ng amount of the asset and is recognised in surplus^ deficit in the 

1.5 Property, plant and equipment 

nmHnMr’ Pl3nt and i eq ^ ipmant are tangible non-current assets (including infrastructure assets) that are held for use in the 
moreth^n one period° f 9 °° dS ° r S “' rental to «*"■■ » * admmistrative purposes, anc/are expSfed tobe^during 

The cost of an item of property, p|an{ and equipment is recognised as an asset when: 

- it is probable that future economic benefits or service potential associated with the item will flow to the municipality; and" 

- the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. The cost of an item of property, plant and equipment is the 
oDeratina i n T P m 0ttie - att '' lbutable to bnn 9 !he asset to the location and condition necessary for if P to be capable of 
KfcostsWurr^ by management Trade discounts and rebates are deducted in arriving at the cost Costs 

0 add to ™tarpS Tn l acquire or construct an item of property, plant and equipment and costs incurred subsequently 
r whpn «, -# p rt f - LC?/ RecognitlQn of costs in the carrying amount of an item of property, plant and equipment 
management. * C ° nditi ° n necessary for il ,0 be capable of operating in the manner intended by 

iSudedlnTe^SSSS °i diamaatlin 9 and moving the item and restoring the site on which it is located is also 
nw£ VI ‘ f p °W' P an and equipment where ,he entit y is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

- n nSi S / 0 CqUired * . no cost : or for a nom ' 0 al cost, its cost is its fair value as at date of acquisition. Where an item of 
property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets or a combination nf 

value wasnol SeieSnlbS its dSmed S? in '' tia " y measured at fair value ( tha cost). If the acquired item's fair 

vaiue was not determinable, ifs deemed cost is the carrying amount of the asset(s) given up. 

!he 11,8 Car ™ an, °" " an item ° f pra|,ert ». P fa "< ““ the carrying amount ef 

ha “ “ uaaM *■* **■- •* » 


16 




Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


WhiCh are . a . co , ndition continuing use of an item of property, plant and equipment and which meet the 

' nC aS , a replac C ment In the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses except for land and 
buildings which is carried at re-valued amount being the fair value at the date of revaluation less any subsequent accumulated 
depreciation and subsequent accumulated impairment losses. 

Subsequent Measurement: 


Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation 
and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 


Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new 
component. Subsequent expenditure incurred on an asset is capitalised when it increases the capacity or future economic 
benefits associated with the asset. 


Property, plant and equipment are depreciated on the straight line basis over their expected useful lives 
residual value. 


to their estimated 


The useful lives of items of property, plant and equipment have been 

Item 

Useful life 

Land 

Indefinite 

Buildings 

10 - 30 years 

Infrastructure 


- Roads 

10-100 years 

- Electricity 

5 - 80 years" 

Other assets 


- Machniery and equipment 

2 -15 years 

- Furniture and equipment 

5-15 years 

- Computer equipment 

5-10 years 

- Vehicles 

7 -15 years" 


assessed as follows:- 


In the event that assets are fair valued, the useful lives of those assets is the estimated remaining useful life on takeon date. 

The asset management policy contains the details of the components and their specific useful life estimates. 

The residual value, the Useful life and the depreciation method are reviewed at least at every reporting date. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrvinq amount of 
another asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising from the de-recognition of an item of 
intangible assets is included in surplus or deficit when the items derecognised. The gain or loss arising from the de-recognition 
of an item of property, plant and equipment is determined as the difference between the net disposal proceeds if any and the 
carrying amount of the item and is recognised in the Statement of Financial Performance. 

1.6 intangible assets 


An intangible asset is an identifiable, non-monefary asset without physical substance and recognised when: 
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Lepeile Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Pol icies 

- it is probable that the expected future economic benefits that are attributable to the asset will flow to the entity; and 

- the cost of the asset can be measured reliably. 

An asset is identified as an intangible asset when it: 


inHi 2?®?® °! bei ?. 9 sepafated or divided from an entity and sold, transferred, licensed, rented or exchanged either 
individually or together with a related contract, assets or liability; or 9 eiiner 


- arises from contractual rights or other legal rights, regardless whether those rights 
municipality or from other rights and obligations. 


are transferable or separate from the 


Intangible assets are initially recognised at cost. 


An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date of acquisition. 

intannihlp Ur ^«, r ! Sear ^ ( ° r T th f research phase of an internal project) is recognised as an expense when it is incurred An 
intangible asset arising from development (or from the development phase of an internal project) is recognised when: 


- it is technically feasible to complete the asset so that it will be available for use or sale. 

- there is an intention to complete and use or sell it. 

- there is an ability to use or sell it. 

- it will generate probable future economic benefits. 


- there are available technical, financial and other resources to complete the development and to use or sell the asset, 
the expenditure attributable to the asset during its development can be measured reliably. 

£K 3 ! C ° St ‘efssny accumulated amortisation and any impairment losses. An intangible asset is 
»?hi^K*t d as havin9 an Ind efmite useful life when, based on all relevant factors, there is no foreseeable limit to the period over 
m^nnihi! 6 IS exp ® cte , ( ? t0 generate net cash inflows. Amortisation is not provided for these intangible assets. For all other 
intangible assets amortisation is provided on a straight line basis over their useful life. 

M*, atl °, n pen ? d «« the amortisation method for intangible assets are reviewed at each reporting date. Reassessing 
the useful fife of an intangible asset with a definite useful life after it was classified as indefinite is an indicator that the asset 
may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over its useful 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intang iDie assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful fife 

Computer software 5 years 

Intangible assets are derecognised: 

- on disposal; or 

- when no future economic benefits or service potential are expected from its use or disposal, 

1.7 Inventories 

Inventories are measured at the lower of cost and net realisable value. 
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Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Policies 


inl!I°!! at t re ? n9 date c . omprises of al1 costs of purchase, costs of conversion and other costs incurred in bringing the 

SSnt ^ 0n n nd co " dltlon ' The cost of inventories is assigned using the first-in, first-out (FIFO) formula 
The same cost formula is used for all inventories having a similar nature and use to the entity. 

related rev^Sr^S ‘^carrying amount of those inventories is recognised as an expense in the period in which the 
arp rpronnkln J! rec ° snised - Tha arnount of any write-down of inventories to net realisable value and all losses of inventories 
fmmn ww ^ r xpense In lhe penod the write-down or loss occurs. The amount of any reversal of any write-down of 
inventones, arising from an increase in net realisable value, are recognised as a reduction in the amount of inventories 
recognised as an expense in the period in which the reversal occurs. 


Redundant and slow-moving inventories are identified and written 
estimated economic or realisable values. 


down from cost to net realisable value with 


regard to their 


Unsold properties are at the lower cost and net realisable value. Direct cost 
development. Cost also includes a portion of the overhead costs. 


are accumulated for each separately identifiable 


1.8 Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residua! 
nr fnanctenSSf ty ' ^ C ° St ° f 3 fmancial asset or financial liability is the amount at which the financial asset 

n^inn the V ty ls ( mea f ured a ' ln ' llal recognition minus principal repayments, plus or minus the cumulative amortisation 
rprt?irt nn u®,? ° d ° f a , ny dlffererice between that initial amount and the maturity amount, and minus any 

reduction (directly or through the use of an allowance account) for impairment or un-collectability. 

l0 f n ' S 3 l 1 oar \ 9rante d to , or received by an entity on terms that are not market related. Credit risk is the risk 
Currents “ u ®® a financia! Iqss for the other party by failing to discharge an obligation. 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of chanqes in 
foreign exchange rates 3 


De-recognition is the removal of a previously recognised financial asset or financial liability from an entity’s statement of 
ru™; , posi,IDn - The effective interest method is a method of calculating the amortised cost of a financial asset or a financial 
liability (or group of financial assets or financial liabilities) and of allocating the interest income or interest expense over the 
relevant period The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through 
the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial 
asset or financial liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all 
contractual terms of the financial instrument (for example, prepayment, call and similar options) but shall not consider future 
credit losses^ The calculation includes all fees and points paid or received between parties to the contract that are an integral 
part of the effective interest rate, (see the Standard of GRAP on Revenue from Exchange 


Transactions) transaction costs, and all other premiums or discounts. There is a presumption that the cash flows and the 
expected life of a group of similar financial instruments can be estimated reliably. However, in those rare cases when it is not 
possible to reliably estimate the cash flows or the expected life of a financial instrument (or group of financial instruments) the 
entity shall use the contractual cash flows over the full contractual term of the financial instrument (or qraup of financial 
instruments). 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledqeable willinq parties in 
an arm s length transaction. 

A financial asset is; 

- cash; 

- a residual interest of another entity; or 

- a contractual right to: 

- receive cash or another financial asset from another entity; or 
entity XChan9e finanCial assets or financial liabilities with another entity under conditions that are potentially favourable to the 
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Accounting Policies 




A financial liability is any liability that is a contractual obligation to: 

0 deliver cash or another financial asset to another entity; or 

0 exchange financial assets or financial liabilities under conditions that are potentially unfavourable to 
the entity." 


mfrStiSfrSe? 0 ** ^ ** ° f fU ‘ Ure C3Sh fl ° WS ° f a finandal instrument will fluctuate because of changes in 

iSmes in the event of difficulty in meeting obligations associated with financial 

° r 8n0,her finanCial aSSet L ° an is a commitment to provido credit 

Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market. * 

ihcre^en^afcbsts^hatlare^iwttv feil ? d J° make 3 payment when contractually due. Transaction costs are 

increments acquisition, issue or disposal of a financial asset or financial liability. An 

nstrument W have ' nCUrred rf the entlty had not ac duired, issued or disposed of the financial 


Financial instruments at amortised cost are non-derivative financial assets 
or determinable payments, excluding those instruments that: 


or non-derivative financial liabilities that have fixed 


0 the entity designates at fair value at initial recognition; or 
0 are held for trading. 


Financial instruments at cost are investments in residual 
and whose fair value cannot be reliably measured. 


interests that do not have a quoted market price in an active market* 


Financial instruments at fair value comprise financial assets or financial liabilities that are: 
0 derivatives; 


0 combined instruments that are designated at fair value; 


0 instruments held for trading, A financial instrument is held for trading if: 

- it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 

aSSS2S5l£533“ assets or,iablli ' ies ” ,h or p 8 *™* «•*«• at «• 


at 


- financial instruments that do not meet the definition of financial instruments at amortised cost or financial instruments at cost. 
Glassification 
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The municipality has the following types of financial assets (classes 
financial position or in the notes thereto: 


and category) as reflected on the face of the statement 


of 


Class Category 


- Cash and cash equivalents 


- Financial asset measured at amortised cost 

- Trade and other receivables from non-exchange transactions 

- Financial asset measured at amortised cost.' 1 


Trade and other receivables from exchange transactions Financial asset measured at amorstised cost 


- Long term receivables Financial asset measured at amortised cost 

SiS^SSSSTJS “ ta “ es * na <■****> as r “ d 

- Long term liabilities Financial liability measured at amortised cost 

- Trade and other payables Financial liability measured at amortised cost 
Initial recognition 


of the statement 


mbMy in * « 0,fmanclal *•*» > 


The entity recognises financial assets using trade date accounting. 
Initial measurement of financial assets and financial liabilities 


lHnh!^M D m , 0 ^ UreS 3 fln , anC ' al asset a ? d financial hab'l'ty initially at its fair value plus transaction costs that are directly 

EiStiSaSSrfrZ T °r f the u nanCial aSSet or financial liabilit y- The en,it V measures a financial asset and 
SlSrSKJ?® a V a US [lf o UbSe T n,ly measured at fair value). The entity first assesses whether the substance 
nlrtc =nH S ° 7 r an ' S i n faC 3 ° 3n ' ° n ' n,tia reco 9 ni(lon ' entity analyses a concessionary loan into its component 

parts and accounts for each component separately. H ■ 


The entity accounts for that part of a concessionary loan that is: 

0 a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, where it 
is tne issuer of the loan: or^ 


"0 non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non exchange Transactions (Taxes 
and Transfers), where it is the recipient of the loan." v 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the following categories: 

0 Financial instruments at fair value. 

0 Financial instruments at amortised cost. 

0 Financial instruments at cost. 


All financial assets measured at amortised cost, or cost, are subject to an impairment review. 
Fair value measurement considerations 
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g^SS5£2s3SSwa5ri£-“ 

Reclassification 

The entity does not reclassify a financial instrument while it is issued or held unless it is: 

0 combined instrument that is required to be measured at fair value; or 

0 an investment in a residual interest that meets the requirements for reclassification. 

« ann °- ?- liably measure ^e fair value of an embedded derivative that has been separated from a host 
contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value. 

This requires a reclassification of the instrument from amortised cost or cost to fair value. 

i ann ° l0 . n9er . b f me f sured reliab, y for an investment in a residual interest measured at fair value, the entity 
becomes the h cost VeStmen ^ ^ ^ Ue l ° C ° St ' The carryin9 amount at the date that fair value is no longer available y 

if a reliabie measure becomes available for an investment in a residual interest for which a measure was previously not 
SSair value** mtrUmBnt WOuld have been required to be measured af fair value. the entity reclassifies the instrument from 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surp us or deficit. For financial assets and financial liabilities measured at amortised cost or cost, a qain or loss is 
recognised in surplus or deficit when the financial asset or financial liability is derecognised or impaired, or throuqh the 
amortisation process. » 

impairment and un-collectability of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or qroup of 
financial assets is impaired. a ^ 

Financial assets measured at amortised cost: 

amr!,nf°thi e ^ IVe e ' /ldence tbat a n impairment loss on financial assets measured at amortised cost has been incurred the 

^ ur j. ca ° b *^°w^(exc^dfiig future credrtTosses Jh^h'ave 1 nof^eenIncu^r^'i'dis^unteda't the financial^sset’^original^ 

reduced directly OR.hrough the use of an ailowance account. The 

lUnr a orr^mnnl n i Pe t f d ' theamount of the impairment loss decreases and the decrease can be related objectively to an 

reC ° 9nised ' the pr f V!OUS, y ^cognised impairment loss is reversed directly OR by 

2HS cos would havp hppnis h VerSa ? 0t re u sult ,n 8 carrying amount of the financial asse t ‘ ba t exceeds what the 

n rec09niSB,i at ths date 9,6 ' mpai^mBn, is Ths 
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^ f rtlVe , evI, * ence that a " '. m P^irment loss has been incurred on an investment in a residual interest that is not 
fa ’ r ^ alue because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
mtaH? t h 6 Veen 6 C ! rry ' ng am £ ount of ttte financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 

De-recognition 
Financial assets 


The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

0 the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

0 the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or" 

0 the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has transferred 
f° n * roi ° f lhe asset *° another P ar <y and the other party has the practical ability to sell the asset in its entirety to an unrelated 
third party, and is able to exercise that ability unilaterally and without needing to impose additional restrictions on the 
transfer, In this case, the entity:" 

- derecognise the asset; and 

- recognise separately any rights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognised 
in surplus or deficit in the period of the transfer. y 

If the entity transfers a financial asset in a transfer that qualifies for de-recognition in its entirety and retains the right to service 
the financial asset for a fee, it recognise either a servicing asset or a servicing liability for that servicing contract. If the fee to be 
received is not expected to compensate the entity adequately for performing the servicing, a servicing liability for the servicing 
obligation is recognised at its fair value. If the fee to be received is expected to be more than adequate compensation for the 
servicing, a servicing asset Is recognised for the servicing right at an amount determined on the basis of an allocation of the 
carrying amount of the larger financial asset. 

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity obtaining a new 
financial asset or assuming a new financial liability, or a servicing liability, the entity recognise the new financial asset, financial 
liability or servicing liability at fair value. 

On de-recognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or deficit. 

If the transferred asset is part of a larger financial asset and the part transferred qualifies for de-recognition in its entirety, the 
previous carrying amount of the larger financial asset is allocated between the part that continues to be recognised and the part 
that .is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a retained 
servicing asset is treated as a part that continues to be recognised. The difference between the carrying amount allocated to 
the part derecognised and the sum of the consideration received for the part derecognised is recognised in surplus or deficit. 

if a transfer does not result in de-recognition because the entity has retained substantially ail the risks and rewards of 
?Tr/ S f' P .u fthe tra " sferred asset ' the entity continue to recognise the transferred asset in its entirety and recognise a financial 
liability for the consideration received. In subsequent periods, the entity recognises any revenue on the transferred asset and 
any expense incurred on the financial liability. Neither the asset, and the associated liability nor the revenue and the 
associated expenses are offset. 

Financial liabilities 

The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it is 
extinguished i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 
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Of the terms of an existing financial liability or Z a™ofit?acCSunSd 3 SUbstanlial modification 
and having recognised a new financial liability. accounted for as having extinguished the original financial liability 

ssssbs*- «s» «*-**'* «-*««. 

surplus or deSdl. Any liabilities that are waived, Sglyen or aSumS i ^ a6,llll °* sssumed, is recognised in 
S“sr d '° r " a “° r<,8 “ e W * h ' he S,an<la " , GRAP Non-exchange 


Presentation 


or expense in 


SSoTSt* 0 3 ' ina " dal i " S, ' ,,rn '" , ° r 8 ,tet * • "ability is recognised as revenue 

3 T P °T a recognised es 

lability is recognised ss revenue or^sxpenseln surelu?’S dScfo 3 mn °‘' ,nS,rUm ' ,nt ° r a “"W" 6 " 1 ,hat is = "WWW 

related income tax benefit [where applicable], accounted for as a deduction from net assets, net of any 

wh“„^ presented ihe statement of iin.ncis, position 

basis, or to realise the asset and SettL the lability simultaneousTv In T* intends ei,her to settle a net 

quaiify for de-recognition, the entity does not offset the transferred isset and Se ^£ , ^^ ncia, asset does not 

1.9 Revenue from exchange transactions 

inJ^iifSa 9 s r 3°Jf 8 : n b^;^ Pen ° d - 

m&tZSSESSSi an asset “Wanged, or a liability sealed. between Knowledgeable, will. 


Measurement 

Revenue is measured at the fair value of the consideration received or receivable, 
Sale of goods 


willing parties in 


net of trade discounts and volume rebates. 


Revenue from Ihe sale of goods is recognised when all the following conditions have been satisfied: 

"0 Ihe municipality ha, transferred to foe purchase, the signilican, ristre and rewards of ownership of the goods;" 

over foe goods sold; the amount •"“** "° r 


S-SSKSSSS^^ «- *** ™iiy 

0 it is probable that the economic benefits 


i or service potential associated with the transaction will flow to the municipality; and 
0 the costs incurred or to be incurred in respect of the transaction can be measured reliably . 

Rendering of services 

SSSSSfS —* -enue associated with the 
transaction can be estimated reliably when all the following SSfc.2 a« SSS* r6p0rt ' n9 °' ate The outco ' T)e of a 
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Figures in Rand 

2018 

2017 

22. Government grants and subsidies (continued) 

Unspent amount transferred to liabilities 

300 000 

300 000 

Conditions still to be met - remain liabilities (see note 12). 



CDM Eradication of Alien Plants 



Balance unspent at beginning of year 

. 

975 680 

Current-year receipts 

2 190 000 

1 250 000 

Conditions met - transferred to revenue 

(2 173 545) 

(2 225 680} 


16 455 

•- 

Conditions still to be met - remain liabilities (see note 12). 



CDM Integrated Transport plan 



Balance unspent at beginning of year 

500 000 

500 000 

Conditions met - transferred to revenue 

(122 693) 

- 


377 307 

500 000 

Conditions still to be met - remain liabilities (see note 12). 



CDM Waste Management Cleaning 



Balance unspent at beginning of year 

_ 

457 645 

Current-year receipts 

310 000 

350 000 

Conditions met - transferred to revenue 

(350 000) 

(807 645) 

Other transfer to debtors 

40 000 

- 


- 

- 


Conditions were met and the grant were overspend by R 40 000. This amount is disclosed under debtors. Communication with 
CDM are currently in process to refund the over expenditure. 
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Figures in Rand 

2018 

2017 

23. Employee related costs 

Basic 

59 576 156 

56 366 937 

Bonus 

4 701 301 

3 879 559 

Medical aid - company contributions 

2 805 954 

2 418 983 

UIF 

419 437 

416 792 

SDL 

21 938 

20 768 

Leave pay provision charge 

65 705 

1 741 795 

Pension Funds - Company contribution 

10 354 900 

9 726 352 

Travel, motor car, accommodation, subsistence and other allowances 

5 956 481 

5 087 006 

Overtime payments 

2611 153 

3 020 050 

Long-service awards 

645 997 

697 826 

Acting allowances 

674 606 

910 748 

Housing benefits and allowances 

253 164 

237 258 


88 086 792 

84 524 074 

Remuneration of municipal manager 

Annual Remuneration 

1 011 129 


Car Allowance 

178 239 

_ 

Acting Allowance 


73 643 

Other Allowances 

12 000 

- 


1 201 368 

73 643 

Remuneration of chief finance officer 

Annual Remuneration 

872 931 

819 861 

Contributions to UIF, Medical and Pension Funds 

. 

39 569 

Motor, car and other allowance 

207 098 

293 097 

Other 

148 570 

- 

Remuneration of executive directors 

1 228 599 

1 152 527 

Director: Techncial Services 

Annual Remuneration 

727 179 

235 215 

Contributions to UIF, Medical and Pension Funds 

- 

83 704 

Travel and other allowance 

-■ 

220 613 

Leave pay out 

292 394 

42 097 


1 019 573 

581 629 

Director: Community Services 

Annual Remuneration 

430 086 

565 475 

Motor. car and other allowance 

160 825 

134 674 

Travel and other allowance 

•• 

380 858 

Leave payout 

86 162 

- 


677 073 

1 081 007 
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23. Employee related costs (continued) 
Director: Corporate Services 


Annual Remuneration 

633 662 

34 712 

Motor, car and other allowance 

210 068 

22 911 

Travel and other allowance 

- 

25 696 

Other 

29 042 

-• 


872 772 

83 319 

Director: Strategic Planning(LED) 

Annual Remuneration 

371 208 

501 018 

Contributions to U1F, Medical and Pension Funds 

- 

152 621 

Travel and other allowance 

158 162 

411 336 

Leave Payout 

123 830 

- 

Acting Allowance 

9 753 



662 953 

1 064 975 

24. Provision for bad debt 

Provision for bad debt 

15 734 434 

22 146 997 

Provision for bad debt - CDM water 

26 510 134 

24 354 977 

Provision for bad debt - Traffic fines 

286 698 

2 145 976 

Provision for bad debt - VBS 

150 000 000 

- 


192 531 266 

48 647 950 

25. Remuneration of councillors 

Mayor 

602 462 

479 461 

Chief Whip 

451 847 

328 136 

Speaker 

481 970 

341 160 

Executive Committee Members 

2 870 634 

2 054 476 

Councillors 

5 249 097 

7 159 590 

Councillors’ pension and medical aid contributions 

3 943 361 

3 616 385 

Cel! phone and other allowances 

6 598 329 

3 956 815 

WlPA'C and Ethics oversight members 

700 131 

334 475 


20 883 393 

18 270 498 
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25. Remuneration of councillors (continued) 

The Mayor, Speaker and Chief Whip are full -time. Each is provided with an office and secretarial support. The Mayor has use 
of a Council owned vehicle and driver for official duties. 

Councillors' arrear consumer accounts 


The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2018: 


30 June 2018 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Kgweedi MM 

144 

425 

569 

Ramokolo MM 

454 

- 

454 

Doubada NM 

438 

5 848 

6 286 

Morotoba ML 

133 

- 

133 


1 169 

6 273 

7 442 

30 June 2017 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Kgweedi MM 

164 

2 214 

2 378 

Ramokolo MM 

101 

- 

101 

Doubada NM 

832 

23 293 

24125 

Morotolo NL 

426 

3 947 

4 373 

Choung CM 

421 

4 578 

4 999 

Mphahlele LL 

708 

10 546 

11 254 


2 652 

44 578 

47 230 

26. Depreciation, Impairment and amortisation 




Property, plant and equipment 


30 977 389 

31 232 565 

intangible assets 


27 413 

56 226 

impairment of assets 


11 378 260 

22 788 816 



42 383 062 

54 077 607 

27. Contracted services 




Specialist Services 


14 026 920 

8 326 391 

Refuse 


3 980 911 

3 315 518 


18 007 831 11 641 909 


28. Finance costs 

Interest and Penalties on Vat 
Interest on finance leases 

51 824 201 278 


42 839 

51 824 158 439 
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29. General expenses 



Accommodation & meals 

2 102 141 

2 910 548 

Advertising 

412 664 

645 310 

Audit committee expenses 

390 944 

377 733 

Audit fees 

3 428 549 

2 872 950 

Bank Charges 

151 149 

302 463 

Cleaning materials 

1 145 576 

561 292 

Commission on sapo/easy pay deposits 

48 780 

10 939 

Unknown Funerals 

- 

26 975 

Commission Paid 

- 

61 963 

Cash security services 

169 228 

235 524 

Electronic traffic fines management 

250 000 

- 

Cattle pound 

275 800 

102 210 

Bursaries: Staff 

189 040 

- 

Communications 

909 825 

975 860 

Community participation 

1 278 514 

404 200 

Council Conferences and congresses 

32 323 

113 177 

Council; refreshments, mayors office 

5 474 

1 518 

Council Induction 

41 993 

909 038 

Consultants and research fees 

12 643 334 

18 139 188 

Conferences and congresses 

220 674 

404 200 

Council: Function 

238 374 

332 182 

It support services 

298 920 

722 806 

Council: refreshments: speakers office 

9 406 

2 988 

Council: skills development levy 

159 914 

142 014 

Council: travel & subsistance 

1 601 592 

1 242 120 

Councibmpac sessions 

468 072 

458 772 

Greening 

3 468 

100 

Disaster provision 

256 000 

191 491 

Books & periodicals 

31 307 

- 

Council:refreshments:exco 

953 

3 149 

Idp review processes 

988 796 

1 490 093 

Electricity Accounts 

2 366 510 

2 326 001 

Electricity projects 

10 295 696 

13 274 450 

Environmental and waste management 

245 008 

21 275 

Fleet fuel 

7 577 223 

2 999 195 

Insurance 

1 544 493 

1 237 001 

Postage 

651 463 

605 517 

Printing & stationary 

1 404 760 

1 418 813 

Internal audit services 

78 256 

4 650 

Protective clothing 

751 626 

826 333 

Internal sporting activities 

707 658 

719311 

Legal fees 

4 478 740 

2 794 776 

Licencing: municipal fleet 

282 993 

205 232 

Membership fees 

1 010 219 

2 974 951 

Office refreshments 

21 790 

13 881 

Ohs expenses 

180 982 

1 500 

Pms coordination 

11 378 

576 

Subscriptions and membership fees 

1 420 111 

1 306 233 

Training 

249 350 

923 715 

Subsistance and travelling allowance 

1 485 936 

1 255 016 

Refuse removal 

2 000 

1 558 438 

Skills development levy 

614 453 

559 784 

Smme support 

604 543 

331 548 

Special programmes 

1 230 909 

489 724 

Sports arts & culture 

223 023 

321 672 

Sector forum 

2 439 

27 180 

Stores & materials 

647 498 

279 128 

Risk management 

45 877 

93 499 
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29. General expenses (continued) 

Rental of office equipment 

6 186 

9 460 

Telephone expenses 

862 558 

877 246 

Traffic uniform & tags 

3 439 

- 

Traffic expenses 

265 660 

358 785 

Loss 

- 

9 372 294 

Ward committees 

7 361 115 

5 087 058 

Youth programme: campaigns 

297 660 

293 810 

Whippery Office: Refreshments 

4 000 

2 962 

Workmen's Compensation 

362 514 

2 187 742 

Recruitment Expenses 

49 491 

73 938 

Policy development - labour relations 

70 656 

28 206 

Road safety programme 

- 

121 590 

Employee Wellness 

158132 

3 500 

Other 

- 

306 515 

Rehabilitation of old dumping site 

225 435 

- 


75 554 590 

88 933 308 

30. Cash (used in) generated from operations 

Surplus 

299 554 875 

3 482 843 

Adjustments for: 

Depreciation and amortisation 

42 383 062 

54 077 607 

Loss on sale of assets and liabilities 

64 387 

21 129 087 

Fair value adjustments 

(403 686 200) 

- 

Interest income 

(12 067 325) 


Bad debt provision - CDM 

- 

24 292 973 

Debt impairment- Traffic fines and debtors 

16 021 132 

24 354 978 

Donation Received - PPE 

- 

(1 708 300) 

Contribution to provisions - non current 

687 420 

(2 102 913) 

Contribution to provisions - current 

- 

315 868 

Changes in working capital: 

Inventories 

(2 031 551) 

(2 116 779) 

Receivables from exchange transactions 

4 712 903 

(16 870 733) 

Receivables from non-exchange transactions 

(7 808 332) 

(18 786 680) 

Other receivables from non-exchange transactions 

- 

(30 932 628) 

Payables from exchange transactions 

36 639 

(10 893 207) 

Vat Receivable 

6 211 049 

324 691 

Vat Payable 

5 732 874 

(6 650 066) 

Unspent conditional grants and receipts 

6 571 107 

(18 458 291) 

Consumer deposits 

(78 359) 

34 800 


(43 G96 319) 

19 493 250 
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31. Additional disclosure in terms of Section 125 Municipal Finance Management Act Section 2003 

Contribution to SALGA 

Current year subscription / fee 
Amount paid - current year 


Audit fees 



Current year subscription / fee 

3 428 697 

2 872 950 

Amount paid - current year 

(3 419 261) 

(2 872 950) 


9 436 

- 


The outstanding audit fees ia part of the creditors accruals for the year and is paid during August 2018 


PAYE and UIF 

Current year subscription / fee 
Amount paid - current year 

Pension and Medical Aid Deductions 

Current year subscription / fee 
Amount paid - current year 

VAT 

VAT is payable on the cash basis. 

VAT output payables and VAT input receivables are shown in note 7. 
32. Commitments 

Commitments in respect of Capital and Operational Expenditure 

Approved and contracted for 

Authorised capital expenditure 
Authorised operational expenditure 


117 061 548 23 535 733 

54 013 412 49 680 077 

171 074 960 73 215 810 


19 523 348 18 261 041 

(19 523 348) (18 261 041) 


16 039 788 10 810 295 

(16 039 788) (10 810 295) 


1 010 219 889 728 

(1 010 219) (889 728) 


The expenditure will be financed from: 


Goverment grants 
Internal sources 


26 796 223 402 656 

144 278 737 72 813 155 

171 074 960 73 215 811 


73 




Lepelle Nkumpi Municipality 

(Registration number LIM 355) 

Annual Financial Statements for the year ended 30 June 2018 


Notes to the Annual Financial Statements 


Figures in Rand 

2018 

2017 

33. Deviation from supply chain management regulations 



In terms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the Supply Chain 

Management Policy needs to be approved/condoned by the Municipal Manager and noted by Council. The expenses incurred 
as listed hereunder have been condoned. 

Incident 

Sole Supplier 

Exceptional/Impractical 

Emergency 

747 871 

317 448 

2 062 209 

392 972 


747 871 

2 772 629 

34. Prior period errors 



STATEMENT OF FINANCIAL PERFORMANCE 



REVENUE 



Property Rates 

Balance previously reported 

Incorrect billing and property reclassification 

_ 

23 010 791 

1 031 322 

24 042 113. 

Other revenue - skills development program 

Balance previously reported 

Skills development money incorrectly allocated to unallocated deposit account 


53 777 

46 323 

--. 

100 100 

EXPENDITURE 



General expenses - conference & congresses 

Balance previously reported 

Invoice dated 06/02/2017 not raised as part of accruals but paid in 2017/2018 

Orders not cancelled on system 

—— 

382 851 
21 349 
(285 965) 

_mm 

General expenses - Accomodation and meals 

Balance previously reported 

Invoice dated 06/02/2017 not raised as part of accruals but paid in 2017/2018 

Subsistence and traveling not raised in 2016/2017 but pid in 2017/2018 

—— 

3 570 589 

246 442 
(620 512) 
3 196 519 

General expenses - other 

Balance previously reported 

Invoice dated 2016/2017 not raised as part of accruals but paid in 2017/2018 


235 786 

70 729 


— 

306 515 

General expenses - membership fees 

Balance previously reported 

Saiga 2016/2017 membership fees payment not raised during 2016/2017 year and paid in 2017/2018 year 

1 964 732 

1 010 219 



2 974 951 

Employee related costs - Overtime 

Balance previously reported 


2 521 134 
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34. Prior period errors (continued) 

Overtime not accrued in 2016/2017 but paid in 2017/2018 498 916 

3 020 050 

Employee related costs - Penion funds 

Balance previously reported 9 649 918 

Pension not accrued in 2016/2017 but paid in 2017/2018 _ 76 434 

9 726 352 


Employee related costs - Basic salary 

Balance previously reported 88 844 257 

Repayment of a overpayment of basic salary 22 680 

_5§.36 6 93_7. 

STATEMENT OF FINANCIAL POSITION 


Property plant and equipment 

Balance previously reported 769 993 68 ^ 

Prior year adjustments-Pre 2017 (192 346 931 ) 

_577 646 754 


Trade and other Receivables from non-exchange transactions 

Balance previously reported 21 007 649 

Change in terms of GRAP to exchange transactions (21 007 649 ) 


Payables from exchange transactions 

Balance previously reported (53 829 630) 

Invoices i.r.o 2015/2016 not raised as accrual but paid in 2017/2018 fin year (35 188) 

Invoice dated 06/02/2017 not raised as part of accruals but paid in 2017/2018 (21 349) 

Skills development money incorrectly allocated to unallocated deposit account (46 323) 

Invoice dated 06/02/2017 not raised as part of accruals but paid in 2017/2018 (246 442) 

Saiga 2016/2017 membership fees payment not raised during 2016/2017 year and paid in 2017/2018 year (1 010 219) 

General expenses Invoice dated 2016/2017 not raised as part of accruals but paid in 2017/2018 (70 729) 

Overtime not accrued in 2016/2017 but paid in 2017/2018 (493 916) 

Pension not accrued in 2016/2017 but paid in2017/2018 (76 434) 

Subsistence and traveling not raised in 2016/2017 but pid in 2017/2018 (620 518) 

Orders on system not cancelled _(^35_964) 

(56 741 712) 

Vat receivable 

Balance previously reported 14 506 745 

Accounting for Assessment raised and input previously disallowed (322 935) 

vat on COM debtors (2 877 130) 

Vat correction done i.r.o previous year before 2016 (4 725 869) 

Adjustment for Vat was done by SARS not in ledger _ (229 158) 

6 351 653 

Cash and cash equivalents 
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34. Prior period errors (continued) 

Balance previously reported 


187 412 956 


Reversal of a 2016/2017 stale cheque _ 2 084 

187 415 040 


Receivables from non-exchange transactions 
Balance previously reported 


28 618 432 


Incorrect billing and property reclassification 


(4 560 326) 
24 058 106 


Receivables from exchange transactions 
Balance previously reported 


19 244 406 


Reclassify from non-exchange to Exchange transactions 21 007 649 

CDM - debtors (2 350 135) 

_5L.90J...920- 


Accumulated Surplus 2016 
Balance previously reported 

Invoices i.r.o 2015/2016 not raised as accrual but paid in 2017/2018 fin year 
COM Impairment 

Accounting for Assessment raised and input previously disallowed 

COM - Debtors 

Land and other assets 

Property rates incorrect billing 

CDM Impairment 

orders not cancelled 

Vat correction done i.r.o previous year before 2016 
Adjustment for Vat was done by SARS not in ledger 


35. Contingencies 

The contingent liability amount represent the estimated claims against the municipality 


- 

975 587 432 

- 

35 188 

- 

(10 233 284) 

- 

(322 854) 

- 

(4 982 046) 

- 

(192 379 928) 

- 

(3 529 005) 

- 

588 524 

- 

(571 930) 

- 

(4 725 869) 

- 

(229 158) 

- 

759 237 070 

4 110 286 

33 163 048 

4 110 286 

33 163 048 


During the 2017 finanancial year there was an amount of R25m in respect of a SARS VAT assessment which was later 
resolved. 

36i Fruitless and wasteful expenditure 


Fruitless and wasteful expenditure 1 982 994 1 868 013 

Fruitless and wastefull expenditure current year 4 894 114 981 

Written off by council 

Fruitless and wasteful! expenditure awaiting condonement 1 987 888 1 982 994 


The unauthorised expenditure relates to spending above the approved budget. 
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37. Irregular expenditure 

Opening balance 

201 315 167 

72 085 911 

Add: Irregular Expenditure - current year 

71 018 805 

129 229 256 

Less: Amounts condoned/written off by council 

- 

- 

Irregular expenditure awaiting condonement by National Treasury 

Irregular Expenditure is inclusive of VAT with an undetermined amount. 

272 333 972 

201 315 167 

38. Unauthorised expenditure 

Unauthorised expenditure 

5 240 632 

3 854 182 

Unauthorised expenditure current year 

- 

1 386 450 

Written oft by council 

- 

-■ 

Unauthorised expenditure awaiting condonement by National Treasury 

5 240 632 

5 240 632 


39. Budget differences 

39.1 Rental of Facilities and Equipment 

Rental of Municipal Building decreased significantly as a compared to the previous financial year. especially the civic 
hall. The reason were mainly due to inconsistent supply with in the municipality which effected the use of the ablution facilities .1 


39.2 Interest earned -outstanding debtors 

Reversal of billing as a result of reduction in property value as per the valuer* s recomendations. 

39.3 Agency Fees-Licences & permits 

The reduction of Commision is a result of the signed WSPA/VSA agreement, 2016/2017 % commision was 50% and 
currently 30% 

39.4 Other revenue 

The other revenue includes budget of R184 236697.00 of accumulated surplus funds from the.previous years, 

39.5 Interest earned-External investment 

The municipality has made 100% provision forbad debt on the investment at VBS. The indications are there that the 
recovery of the investment are highly uncertain. 

39.6 Remuneration of councillors 

Councillors upper limits percentile increase less than the budget percentile increases . The upper limits were approved 
after the approval of the budget.. 


39.7 Debt impairment 

Impairment of VBS Investment In terms of GRAP 104, the municipality had invested R 150m with VBS Mutual Bank 
but 

due to the financial difficulty the bank found itself and the fact that it is uncertain wether the municipality will receive 
the investment back or not. The munucipality decided to impair the R150m invested with VBS 

39.8 Depreciation and amortisation expense 

Completed assets are more than anticipated completed assest during both thte original and adjusted budget, 
n 

39.9 Contracted Services 

Appoinrrinet of service providers to assist with the feasibility studies for the construction of Roads and Stormwater 
projects did not materialise when the user department decided they were not necassary as the projects to be constructed were 
less complicated and did not require feasibilty studies. 

39.10 Other materials 

Procurement for building related to Repairs & Maintenance were still in progress at the end of the financial year.. 
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39. Budget differences (continued) 

39.11 General expenses 

Late apppointment of service provider for reticulation of household.. 

40. Events after the reporting date 

A municipal building of Mafefe Tourism Camp burnt down on the 26th of September 2018. 

The total asset carrying value amount as at 30 June 2018 is R 6 630 195 related to the Mafefe Tourism camp. 

This has not been adjusted in the financial statements 

41. Fair value adjustments 

Fair Value oh land 403 683 641 

The land that was donated on the 6th of January 2005 by Public Works to the municipality at a deemed value of R1 each were 
fair valued in the current financial year. A valuation of land was done by an independent valuer. The valuation, which conforms 
to international standards, was arrived at by reference to market evidence of transaction prices for similar properties. 

42. Financial Instruments disclosure 

Categories of financial instruments 

Financial Assets 
Investments 

Short term deposits 

Consumer Debtors 

Trade receivables from exchange transactions Financial instruments at amortised cost 30 917 630 35 630 533 

Receivables from non exchange transactions Financial instruments at amortised cost 38 698 150 30 889 818 

Call Deposits Financial instruments at amortised cost 46 911 313 173 151 390 

Bank Balances and Cash 

Cash Floats and Advances Financial instruments at amortised cost 5 195 12 562 

Summary of Financial Assets - 116 532 288 239 684 303 


Classification 2018 2017 

Held to maturity 


Financial Liability 
Long-term Liabilities 
Trade Payables 
Trade Creditors 
Bank Balances and Cash 
Bank Balances 

Current Portion of Long-term Liabilities 
Annuity Loans 
Capataiised Lease Liability 

Summary of Financial Liability 


Classification 2018 2017 


Financial instruments at amortised cost 56 492 386 56 741 712 
Financial instruments at amortised cost 58 429 524 187 415 041 
Financial instruments at amortised cost 

Financial instruments at amortised cost 238 138 533 714 

- _____ ______ 
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43. Risk Management 


Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding 
through an adequate amount of committed credit facilities and the ability to dose out market positions. Due to the dynamic 
nature of the underlying businesses, municipality treasury maintains flexibility in funding by maintaining availability under 
committed credit lines. 


The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

The table below analyses the municipality's financial liabilities and net-settled derivative financial liabilities into relevant 
maturity groupings based on the remaining period at the statement of financial position to the contractual maturity date. The 
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their 
carrying balances as the impact of discounting is not significant. 


At 30 June 2018 
Trade and other payables 
At 30 June 2017 
Trade and other payables 
Credit risk 


Less than 1 
year 

56 492 386 

Less than 1 
year 

56 741 712 


Between 1 
and 2 years 


Between 1 
and 2 years 


Between 2 
and 5 years 


Between 2 
and 5 years 


Over 5 years 


Over 5 years 


Credit risk is the risk that a counter party to a financial or non-financial asset will fail to discharge an obligation and cause 
the municipality to incur a financial loss. 

Credit risk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid conditional grants and 
subsidies. 


Receivables are disclosed net after provisions are made for impairment and bad debts. Trade debtors comprise of a large 
number of ratepayers, dispersed across different sectors and geographical areas. Ongoing credit evaluations are performed 
on the financial condition of these debtors. Credit risk pertaining to trade and other debtors is considered to be moderate 
due the diversified nature of debtors and immaterial nature of individual balances. In the case of consumer debtors the 
municipality effectively has the right to terminate services to customers but in practice this is difficult to apply. In the case of 
debtors whose accounts become iri arrears, Council endeavours to collect such accounts by "levying of penalty charges", 
"demand for payment", "restriction of services" and. as a last resort, "handed over for collection", whichever procedure is 
applicable in terms of Council's Credit Control and Debt Collection Policy. 

The credit quality of receivables are further assessed by grouping individual debtors into different categories with similar 
risk profiles. The categories include the following: Bad Debt. Deceased, Good payers, Slow Payers, Government 
Departments, Debtors with Arrangements, Indigents, Municipal Workers, Handed over to Attorneys and Untraceable 
account. These categories are then impaired on a group basis based on the risk profile/credit quality associated with the 
group. 


Balances past due not impaired: 


Non-Exchange Receivables 

2018 

2018 Amount 

2017 

2017 Amount 

Percentage 


Percentage 


Rates 

100,00% 

63 350 309 

100,00% 

58 353 976 


100 

63 350 309 

100 

58 353 976 

Exchange Receivables 

2018 

2018 Amount 

2017 

2017 Amount 

Percentage 


Percentage 


Refuse 

37.11% 

102 726 962 

42.52% 

89 574 433 

Other 

62.89% 

65 190 512 

57.48% 

16 386 128 
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43. Risk Management (continued) 


100 167 917 474 


100 , 00 % 105 960 561 


No receivabfes are pledged as security far financial liabilities. 

Due to the short term nature of trade and other receivables the carrying value disclosed in note & of the financial 
statements is an approximation of its fair value. Interest on overdue balances (rates) are included at 10% where applicable. 

The provision for bad debts could be allocated between the different classes of debtors as follows: 


Non-Exchange Receivables 


2018 2018 Amount 

Percentage 

100% 66 491 330 

100 66 491 330 


2017 2017 Amount 

Percentage 

100,00% 60 956 002 

100 60 956 002 


Exchange Receivables 
Refuse 


2018 2018 Amount 

Percentage 

100% 49 308 677 

100 % 49 308 677 


2017 2017 Amount 

Percentage 

100% 39 109571 

100 , 00 % 39 109 571 


The entity only deposits cash with major banks with high quality credit standing. No cash and cash equivalents were 
pledged as security for financial liabilities and no restrictions were placed on the use of any cash and cash equivalents for 
the period under review. Although the credit risk pertaining to cash and cash equivalents are considered to be low, the 
maximum exposure are disclosed below. 

The entity only enters into non-current investment transactions with major banks with high quality credit standing. Although 
the credit risk pertaining to non-current investments are considered to be low, the maximum exposure are disclosed below. 

The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts are receivable from 
national and provincial government and there are no expectation of counter party default. 

Interest rate risk 

As the municipality has significant interest-bearing liabilities, the entity's income and operating cash flows are substantially 
dependent on changes in market interest rates. 

The municipality analyses its potential exposure to interest rate changes on a continuous basis. Different scenarios are 
simulated which include refinancing, renewal of current positions, alternative financing and hedging. Based on these 
scenarios, the entity calculates the impact that a change in interest rates will have on the surplus/deficit for the year. These 
scenarios are only simulated for liabilities which constitute the majority of interest bearing liabilities. 

The municipality did not hedge against any interest rate risks during the current year. 

Foreign exchange risk 

The municipality does not engage in foreign currency transactions. 

Price risk 

The municipality is not exposed to price risk 

The municipality does not hedge foreign exchange fluctuations. 
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